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THE BANKER 


A Banker’s Diary 






Mid-December—Mid-January 


THE turn of the year passed fairly comfortably, but 
about £26 millions had to be borrowed from the Bank of 
= England, and some lenders found them- 
es selves in the Bank for as much as eight 
days. Since December 31, revenue has 
been coming in well, and the huge transfers of funds 
made money very usable. In particular very little 
outside money has recently been available, and consider- 
ably greater amounts have had to be borrowed from the 
clearing banks. As usual, the revenue surplus has been 
used to redeem Treasury bills. The reduction in tender 
allotments began as early as December 28, and —— 
December 30 and January 20 the cumulative total of 
thirteen weeks’ tender allotments (equivalent to the fe 
of a Treasury bill) was reduced from £597 to £562 millions. 
This represents a much greater contraction in the market 
supply of Treasury bills than occurred a year before, and 
this diminution in the supply has made it very difficult 
for the clearing banks to maintain their minimum rates. 
The buying rate for hot Treasury bills was fixed at 1 per 
cent., but this was purely nominal, and outside buyers 
have obtained hot Treasuries at % per cent. The banks 
have also had to shade their rate for earlier maturities to 
> per cent. in order to secure any bills. 











































EARLY in January, the foreign exchange market was 
very quiet. Bear sales of dollars in anticipation of 
President Roosevelt’s message to Congress 

Le al terme brought oy New York spot rate up from 
$508! to ‘18! at the New Year, but 

covering caused dollars to pM ngthen, and official Ameri- 
can intervention was needed to check an appreciation of 
the dollar. French francs were then firm at Frs. 82%, and 
at that time there was a definite narrowing of the discount 
on forward francs. President Roosevelt’s declaration on 
January 15 that the gold content of the dollar would be 
fixed by statute at between 50 and 60 per cent. of its 

















93 
former value caused less unsettlement than slid have 
been expected. Bear coverings of dollars were still 
proceeding, and these checked ‘the natural tendency of 
the dollar to de preciate to 6-56 cents, which is its theo- 
retical parity ag rainst the franc at a discount of 40 per 
cent. on its former par value. Instead the rate only rose 
from 6-15 to 6°38 cents per franc, and the next day 
reacted to 6-30 cunts. The exc hange market also had to 
solve the problem of where sterling would stand in 
relation to both the dollar and the franc. Theoretically, 
a dollar-frane rate of 6-56 cents postulates London rates 
either of $5-38 and Irs. 82, or $5:15 and Frs. 783. 
Initially sterling depreciated against the franc to Frs. 803, 
and also against the dollar to $5-09, while as a result of 
its fall against the franc, the London price of gold rose 
by 3s. 3d. to 131s. gd. per ounce, to conform to the 
upper limit of a “ 60-cent ” dollar, the New York official 
price of gold was raised from $34:06 to $34°45. 
Simultaneously the duty of buying gold was tr insferred 
from the Reconstruction Finance Corporation to the New 
York Reserve Bank. Later in the month the dollar streng- 
thened until on January 25 sterling fell to $4-97 and the 
franc to 6-22 cents. There is no doubt that American 
confidence in the dollar is being restored and_ that 
large sums of American money lodged abroad are being 
repatriated. Thus notwithstanding further American gold 
purchases in London, the dollar has definitely appreciated. 


BANKERS’ clearings for the past year reflect the moderate 
improvement in trade which has so far taken place. 
. Metropolitan eprops rose from £iGto 

Bankers’ millions in 1932 to £1,657 millions in 193: 

Clearings 

in 1933. and country cle: arings Sl £2,668 to £2,767 
millions. sipylages: il clearings only im- 
proved from £1,238 to £1,243 millions for the year as a 
whole, but the returns for = last quarter alone show an 
expansion of {9 millions. The improvement over the 
whole year was most marked at Newcastle, Bradford and 
Sheffield, while Bradford and Sheffield were also the best 
centres for the last quarter of the year. Town clearings 
fell from £27,834 to £27,714 millions, but as they arise 
mainly from financial operations, including Government 
loan issues and the repayment of Treasury bills, this 
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contraction is unconnected with the general course of 
trade. 







THE complete returns for 1933 give imports at {675-8 
millions, against {701-7 millions in 1932; exports of 
Overseas British goods at {367-4 millions, against 
Trade in {£365-0 millions; and re-exports at £49+1 
1933. millions, against {51-0 millions. Total 
exports have thus improved slightly from {£416-0 to 
(416-5 millions, while the adverse trade balance has been 
reduced from £285-7 to £259°3 millions. An examination 
of the quarterly figures. reveals a steady improvement, 
and the last quarter of 1933 was the best since the first 
quarter of 1931. There is, however, a slight tendency 
for a seasonal expansion in our foreign trade to take 
place in the early winter months, and due allowance 
must be made for this. The adverse trade balance for 
the year is a few millions greater than at one time seemed 
likely, and as a result there will probably be a small 
deficit in the vear’s balance of payments. It should not, 
however, exceed {10 or £15 millions, and such a result 
compares very strikingly with the 1931 adverse balance 
of £110 millions. 





























Ir must be remembered that the calculations of our 
balance of payments take account solely of the amount 
Foreign due to us or due by us on current account, 
Indebted- regardless of whether our foreign debts are 
ness to being paid. In assessing the strength ot 
London [ondon’s financial position, due account 
must be paid to this latter factor. The German standstill 
negotiations are discussed in a special article upon a 
subsequent page, but to judge from recent reports of 
London banks operating abroad, some progress has been 
made in liquidating debts subject to standstill agree- 
ments. Thus the Anglo-French Banking Corporation 
reports that during 1932 its acceptances were reduced 
from £1,148,000 to £643,000, while a further £16,000 was 
recovered from the Amstel Bank liquidation. As a 
result it was possible to restore £14,000 from contingen- 
cies to profit and loss. This means that those houses who 
formerly had a substantial proportion of their funds 
immobilized under standstill agreements are now begin- 
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ning to recover their liquidity. This is good as far as it 
goes, but unfortunately it means that such houses are 
prevented from earning their normal income. It cannot 
be too strongly emphasized that if international trade and 
finance are to prosper, it is necessary that a certain 
minimum sum should be outstanding in the form of 
London acceptance credits, for they are needed to finance 
the international movement of goods. Such credits, too, 
should be freed as far as possible from all restrictions, and 
this implies the eventual withdrawal of all standstill 
regulations. In the meantime the directors of the Anglo- 
French Banking Corporation call attention to a very 
pertinent point. Under the existing German regulation, 
certain lines of credit have to be kept open, even when 
the bank’s customers no longer require them. It should 
be an easy matter to make such credit lines transferable 
to other customers, thereby imparting a much needed 
degree of elasticity to the existing standstill scheme. 


THE December returns of the ten London clearing banks 
are noticeable mainly for an increase in call and short 
loans from {98-6 to £119°5 millions and a 

December decline in discounts from {317-1 to £31I°3 
mo millions. Both these movements arise from 
Averages the banks’ policy of maintaining a higher 
level of discount rates. The banks them- 

selves are having to reduce their purchases of bills in order 
to keep up rates, while now that rates are higher the 
money market is under a greater inducement to hold 
bills against money borrowed from the banks. Moreover, 
Empire banks who have to keep London balances now 
find it pays them better to invest those balances in bills 
instead of lending them in the market. This means that 
there is less “‘ outside’’ money available, so that the 
market has to borrow more I per cent. money from the 
clearing banks. Deposits have risen from {1,928-0 to 
£1,941°3 millions, but Christmas currency withdrawals 
have reduced cash from {216-0 to {213-4 millions. 
Balances with other banks and cheques in course of 
collection have increased from £43-9 to £50°2 millions, 
this again being due to Christmas trade and circulation 
of money. Advances are reduced from {737-0 to £735°6 


re, 


millions and investments from £569:0 to £564-6 millions. 
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The Fruitful Employment 
of Money 


By a Correspondent 


T is natural perhaps that popular approval should 

echo the doctrine in favour of spending rather than 

saving, advocated by economists of the Cambridge 
school and others. It has been an object of propaganda 
at home and abroad, notably in the United States, where 
it is strongly urged by the Roosevelt Administration. 

In January, 1931, Mr. Keynes gave out in broadcasting 
that ‘‘ whenever you save five shillings, you put a man out 
of work for a day.” 

Yet it is doubtful whether the saving habits of people 
who are accustomed and able to save have been altered 
materially during the last few years, although the main 
directions of investment tend to be modified from time to 
time as conditions change. 

The rise in Bank Deposits since February, 1932, is 
evidence of the existence of considerable sums awaiting 
investment upon favourable opportunity by owners too 
timid to venture at the present moment. Even if it is 
conceded that capital on the leash should remain 
available as capital, and not be spent on consumers’ 
goods, its existence represents for the time being an 
excess of savings over investment, which is diagnosed as 
one of the causes of the present slump. 

Now pressure in the direction of spending and, still 
more so, pressure to create consuming power by monetary 
manipulation, takes for granted over-production of 
consumers’ goods. It is also assumed, with more reason, 
that the extent to which consumers hold off the market 
to conserve their resources is an important factor in 
depressing prices and retarding recovery. Yet whatever 
the potentialities of production may be, due to rationaliza- 
tion or the mechanical improvement of industrial equip- 
ment, the fact is that the volume of production at present, 
so far from rising, is actually falling, and the same was the 
case in January, 1931, when Mr. Keynes’s dictum was 
uttered. If a ten-year period is examined, or 1924 be 
taken as a suitable base year—a year since which up to 
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the time of the slump, currency was comparatively stable 
in most countries—it appears that the physical volume of 
production in the September quarter of 1933 was down 
by 12} per cent., as compared with the 1924 average; 
coal-mining tonnage fell 29 per cent., and another 
characteristically export category, including pig-iron, 
steel, ship-building, and railway vehicles, was down by 
40 per cent. Exceptional increases are found in certain 
typical consumption goods, such as silk and artificial silk, 
tobacco and paper, but in the main it emerges that the 
production of capital goods has declined in proportion to 
that of consumption goods. Again, as a transverse factor, 
the production of primaries has tended to be high, 
compared with that of manufactured goods, apart from 
the notable exceptions cited. 

Now to employ money fruitfully, it is apparent that 
a crude application of the consumption theory hardly 
fits the facts of the case. If the immediate demand 
for consumers’ goods is stimulated at the expense of 
that for capital goods in world markets, and similarly 
the demand for manufactured goods is stimulated at 
the expense of that for primaries, with consequent relative 
price raising of the former, thus allowing the demand 
for instrumental goods or, on the other hand, for farm 
products and the like to fall for the time being still 
further into the abyss, the tendency is to intensify a 
disequilibrium which is one of the principal causes of the 
present world slump. 

Lately, propagandist efforts in the United States to 
speed up consumption expenditure have been supported 
by Congress enactments which have practically stamped 
out all investment issues, so that the capital market has 
been virtually closed except for municipal loans, and even 
these must tend to become unmarketable, if fears of 
further currency depreciation act as a deterrent to 
investment in fixed-interest securities. 

In existing circumstances, the advantage of artificial 
stimulus towards lifting off the market manufactured 
consumers’ goods, the prices of which, although low, are 
really high in relation to those of primary products, must 
be superficial. Certainly it is if compared with that 
of outlay which has the effect of maintaining liberal 
and continued productivity, and—which is of urgent 

12 
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importance—of restoring the impaired purchasing power 
of the producers and workers engaged both in capital 
undertakings and in primary production. Rather the 
aim should be to encourage the conditions that are 
favourable to pioneering investment, in directions at 
home and abroad where capital is needed, and its 
employment will help to reinstate consuming power. 

Since the export of capital is inter-related to the 
export of goods, and the future of this country largely 
turns upon the renewed development of world trade and 
its exporting industries, the resumption of overseas 
investment would supply the very impulse that is needed 
for the development of now incipient recovery. At 
present overseas issues suffer from triple malediction. Im- 
posed originally to protect the external value of sterling, 
the Treasury ban still exists, though with good reason its 
motive might be reversed. Secondly, there are objections 
which, on analysis, seem to have no scientific justification 
(since money in this sense means goods and services) 
that in investing abroad the country is sending out money 
which it can ill-afford to spare. Last and more serious 
is the obstacle that conditions have so greatly impaired 
the safety of investment abroad in almost any direction. 
Yet there are distinct signs even now that opportunities 
for approved long-term investment overseas are available. 
Our financial institutions are fully equipped to take 
advantage of these and to guide the investing public. 

The manifest difficulties confronting overseas invest- 
ment at the present time could be dealt with by special 
machinery devised to protect the investor, such as the 
appointment of a Public Protection Committee, upon 
which was imposed the duty of sifting the merits of every 
prospective foreign issue in, as it were, an open Court of 
Law, and of devising all possible safeguards to protect 
the investor’s interests. 

Outward capital movement will be useful in 
various ways, but in particular it tends to set in 
motion manufacturing and shipping activities, and so 
to employ much of the labour that a resumption of our 
old-time réle of international lender and investor calls for. 

It must, however, be borne in mind that the 
investing public has changed very much during the 
last few years, and that there has been a constantly 
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growing number of small investors whose savings, in- 
dividually, are not large enough to be laid out in forms 
of investment other than deposits, premiums, National 
Savings Certificates and the like. The Post Office 
Savings Bank and Building Societies are apparently 
absorbing an increasing amount of the savings of the 
small man, who has no direct dealings with the Stock 
Exchange, although, as a Savings Bank depositor, by 
dint of the periodical action of the Government broker, he 
is an institutional long-term investor in Government 
securities, while individually his savings are realizable 
at short notice. The fruitfulness of such savings is 
necessarily limited, since, unlike the equity investor 
who may purchase new issues of ordinary shares, the 
Savings Bank depositor cannot be a venturer, and 
the usefulness of his resources is indirect. 

To recognize the social importance of small savings, 
account must be taken of the extent of the diminution 
of national capital which would occur were the wage- 
earner, to whom a large proportion of the national income 
now goes, not to continue to put by, and the effect of such 
a diminution. His ability to save may be seen in that, 
although he generally earns 6 per cent. less wages than 
he did on the average of 1924, the cost of living is down 
to 80 per cent. compared with then, so that he is 
apparently 174 per cent. better off than he was nine 
years ago. Sir Josiah Stamp estimated more modestly 
than this in 1931, that on a total wage-bill of £1,800 
million per annum, the masses were given an increased 
spending power of {100 million per annum—and this 
notwithstanding unemployment. 

Were it not for subscriptions to Building Societies, 
maintenance of industrial policies, deposits in the Savings 
Bank, and the like, the whole of the wages of the wage- 
earner, together with the entire amount of the dole, would 
be expended on consumers’ goods. Thus, although pro- 
duction has actually fallen, the wage-earner is more 
effective a consumer than he was nine years ago, while 
the recipients of the dole are enabled to be effective con- 
sumers owing to productive undertakings and the past 
savings of the taxpaying members of the community. 
Against this tendency, savings of a class which now 
Teceives a larger share of the national income must 
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serve as a healthy partial corrective of the dissipation 
of national resources in unproductive though not neces- 
sarily useless directions, which results from the redistri- 
bution of wealth; and even if they must needs flow in 
such unpicturesque channels as the deep and stagnant 
waters of the National Debt, rather than in the troubled 
and dangerous streams of speculative venture and under- 
taking, they are still individually productive, since 
purchases of Government securities, other than new 
issues, serve to relieve the creditor of the Government 
of his claim at the moment when he wishes to free his 
capital for other uses which will be more or less productive 
according to market conditions. They also enhance the 
value of marketable capital, which can thus form in a 
similar manner a basis for pioneer use. Such occurs 
upon favourable occasions with the reserves of companies 
holding gilt-edged securities, and awaiting patiently, if 
not anticipating, the dawn of general trade revival and 
development. 

Admittedly deposits with the banks as such stand low 
in the scale of fruitfulness, and are an anemic form of 
lending. The borrowers, viz., the banks, receive these 
on terms which are not only held at call or short notice, 
but coupled with the obligation of rendering services, and 
altogether it is clear that banks are not in a position to 
venture their creditors’ money, but can only re-loan it to 
borrowers who again re- loan, though in a restricted 
manner. This complicated mechanism is of great service 
to the community, in that it enables the banks to maintain 
a solvent condition; yet, under limitations, call money 
which would otherwise be a barren hoard is turned to 
as useful a purpose as is possible, even in circumstances 
like the present, in which opportunities for its produc- 
tive use are almost negligible. 

The fruitfulness of this apparently idle money 
largely in its potentiality. So long as funds wn 
thus on the leash, the proper relation between what 
goes to produce income and the use that is made of it 
will be thrown out of gear. It does not seem to follow 
that savings should be spent on consumers’ goods simply 
because there has been an interruption in the normal flow 
into capital goods. The solution must be in the removal 
of the causes of this interruption which forbids new 
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investment. Upon the first sign of genuine trade revival 
such proportion of these deposits as represents capital 
is available for venture in new undertakings. 

Bankers are all too familiar with the widespread 
fallacy that it is their business to pioneer, or sink as 
capital, liquid resources which they hold for the public 
at call and short notice. The main value of these par- 
tially uninvested funds is in their potentiality, and at 
the right moment it is the investor himself who is in a 
position to set the wheels again in motion. The banker 
cannot operate the self-starter nor the accelerator, but 
as soon as the car begins to move, the machinery of the 
banking system enables the organizer and pioneer to 
change gear appropriate to higher speed at the right 
moment. 

The legitimate desire to increase purchasing power 
inspires various theories that consuming power can be 
brought into being either by monetary manipulation or 
forcible redistribution of wealth. It is usually assumed 
that consumption can be stimulated without effective 
demand, and that demand can be effective without 
production. 

The problem is often over-simplified by being pre- 
sented as that of a world of plenty in which it is 
necessary only to effect some sort of re-shuffle of spending 
power which will solve the matter by speeding up 
consumption and raising prices for the good of all. 
The attempt to solve it by inflationary measures is 
like that of one who sets himself to tune a harp on 
the principle of raising by precisely the same interval— 
maybe a semitone or more—the pitch of each separate 
string. A higher pitch may well be more suitable to the 
instrument; yet it remains out of tune at the end of 
the process. No account has been taken of economic 
disharmonies, such, for instance, as the relative decrease 
in production of a commodity such as cement in relation 
to wheat production and its enormous increase in price in 
terms of the primary commodity. 

The merits of influences towards recovery might well 
be tested upon the consideration as to whether they tend 
or not to iron out the creases ; but if so, they will be found 
to be largely at variance with the general trend of action 
by various Governments in matters such as tariffs and 








102 THE BANKER 


quotas, foreign exchange control, price fixing and 
economic autarchy generally. 

In the case of the United Kingdom, which, of all 
nations, has least motive to be economically introvert, 
since its existence depends upon foreign trading relations 
and the resumption of world economic progress, efforts 
to reverse these tendencies could not be sought more 
appropriately than in conjunction with a bold national 
policy of scientific capital development, which will admit 
of a complete reopening of the capital market for long- 
dated issues favourable to pioneering and reconstruction 
both at home and overseas. 






The Gold Clause 


word on the question of the “ Gold Clause”’ as 
set forth in the Belgian gold bonds issued by the 
Société Intercommunale Belge d’Electricité. Over-ruling 
both Mr. Justice Farwell and the Court of Appeal, 
the ultimate tribunal has upheld the contention by 
Mr. Feist, one of the bondholders, that the “ gold clause ” 
was not a mere indication of mode of payment but a 
statement of the measure of liability. The Courts below 
had treated the bond read as a whole as an obligation 
to pay £100; the House of Lords, on the other hand, has 
declared it to be an obligation to pay such sum as, at the 
due date of payment, is equal to {100 calculated at a 
certain fixed gold standard. And this principle is to be 
applied to the half-yearly interest payment as well. It 
is all a matter of the construction of the bond read as a 
whole, and all the judges concerned agree that it was a 
difficult matter enough. On the one hand, we have 
Mr. Justice Farwell, the Master of the Rolls (Lord Han- 
worth), and Lords Justices Lawrence and Romer, on the 
one construction against giving effect to the “ gold 
clause ’’’ as a measure of obligation and, on the contrary, 
Lords Atkin, Warrington, Tomlin, Russell and Wright in 
unanimity. 
The matter is of such interest that we think it well, 
in order that the case may be properly understood, to 


‘T House of Lords has pronounced the final 
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preface a précis of the unanimous opinion of the House of 
Lords delivered by Lord Russell with a statement of the 
relevant claims in debate. 

And, first, what was the bond? It was a bearer bond 
for {100, dated September 1, 1928, and formed part of a 
total issue of £500,000 bonds issued by the respondents, 
a limited company incorporated under the laws of the 
Kingdom of Belgium. On its face the bond was described 
as a Thirty-five Year Sinking Fund Five-and-a-half per 
cent. Sterling Bond, due September 1, 1963, and to use 
the words of Mr. Justice Farwell, ‘“‘ was impressed all 
over with the words {100 and was called {100 bond.” 
Prima facie therefore he took it to be a bond for froo, 
no more, no less. But when we turned to the conditions 
of the bond there appeared a difficulty owing to the 
“gold clause.’’ The relevant clauses were these :— 


1. Société Intercommunale Belge d’Electricité (Société Anonyme) 
for value received will, on the 1st day of September, 1963, or 
on such earlier day as the principal monies hereby secured become 
payable in accordance with the conditions endorsed hereon, pay to the 
bearer . . . on presentation of this bond the sum of {£100 in sterling 
in gold coin of the United Kingdom of or equal to the standard of weight 
and fineness existing on the Ist day of September, 1928. 

2. The company will during the continuance of this security pay at 
the registered office of the bankers . . . interest thereon at the 
rate of 54 per cent. per annum in sterling in gold coin of the United 
Kingdom of or equal to the standard of weight and fineness existing 
on the 1st day of September, 1928, by equal half-yearly payments on 
every Ist day of March and Ist day of September in accordance with the 
coupons annexed hereto. 

4. This bond is one of an authorized issue of bonds of the company 
of an aggregate principal amount not exceeding £500,000 in sterling in 
gold coin of the United Kingdom at any one time outstanding. 

5. This bond is issued subject to and with the benefit of the con- 
ditions endorsed herein, which are to be deemed part of it. 


Condition 6 provided that the bonds of the issue should 
constitute and they and each of them were thereby 
declared to be the direct and unconditional liability and 
obligations of the respondents in sterling in gold coin 
of the United Kingdom in accordance with the provisions 
of the bonds and the conditions. 

Condition 18 provided :— 

This bond shall be construed and the rights of parties regulated 


according to the Law of England and as a contract made and according 
to the terms thereof to be performed in England .. . . 
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The half-yearly interest coupons annexed to the bond 
stated on one side, inter alia: ‘“ Coupon for £2 15s. being 
half-year’s interest due on ————”’ and on the other side 
bore the words: “ For £2 15s. in sterling in gold coin of 
the United Kingdom of or equal to the standard of weight 
and fineness existing on the 1st day of September, 1928 





Mr. Justice Farwell held that on the true construction 
of the bond the respondents were entitled to satisfy the 
principal moneys and interest by tendering whatever 
might at the due date of payment respectively be good 
legal tender for the nominal amount of the bond or 
coupon. He thereby disregarded the “ gold clause” 
as inconsistent with the general tenor of the bond. 

The Court of Appeal, affirming the decision of Mr. Jus- 
tice Farwell, were of opinion that the bond was a contract 
for the payment of the nominal amount of money by 
way of principal and interest, and that it was impossible 
to construe it as a contract for the payment of any other 
sums of money ascertained by their gold value from time 
to time. The Court of Appeal laid great stress on the 
withdrawal of gold coinage and the impossibility of 
performing the “ gold clause ’’ literally. 

The House of Lords approached the case from a 
different point. In delivering the united opinion, Lord 
Russell agreed that the question of construction was a 
difficult one, but after careful consideration of all the 
contractual provisions of the bond he had come to the 
conclusion that they should give to the gold clause the 
meaning and effect for which the bondholder primarily 
contended. He pointed out that the Courts below in 
construing the bond had started with the assumption 
that the bond must be as was stated on its face a bond for 
f{100; they then construed the words of the gold clause 
literally, and held that its sole intention was to obtain 
payment in one particular form of tender only, and that 
that intention must be defeated by the operation of the 
law. 

But Lord Russell said he approached the question of 
construction on a different way. He considered, first, the 
state of affairs existing at the date of the bond. The 
Gold Standard Act, 1925, had exempted the Bank of 
England from obligation to pay its own notes in legal 
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coin, but had provided that such notes should not thereby 
cease to be legal tender. Further, it had repealed the 
provision of the Currency and Bank Notes Act, 1914, 
entitling the holder of a currency note to be paid its face 
value in gold coin. It had, however, provided that the 
Bank of England should be bound to sell on demand gold 
bullion at the price and as therein specified to any person 
on demand, but only in the form of bars containing 
approximately 400 oz. troy of fine gold. The Currency 
and Bank Notes Act, 1928, had received the Royal Assent, 
though it did not come into operation until November 
22, 1928. By that Act the Bank of England was 
authorized to issue bank notes for {1 and for 10s., which 
were to be legal tender for any amount. Existing currency 
notes were converted into bank notes, the Bank becoming 
liable on them; and the Bank was empowered to require 
any person in the United Kingdom owning gold coin or 
bullion to an amount exceeding £10,000 in value to sell 
it to the Bank on payment (in the case of gold coin) of 
the nominal value thereof. The country was on the gold 
standard, but the notes were inconvertible and gold coin 
was substantially no longer in circulation. 

In those circumstances Lord Russell said it was not, 
he thought, improper or hazardous to make two surmises : 
(1) that the gold clause was inserted in clauses I and 2 
of the bond in contemplation of the contingency of this 
country going (as it did in 1931) off the gold standard at 
some future date; and (2) that neither party to the bond 
could have contemplated payment under the bond being 
actually made in gold coins. He then turned to the 
bond to see if from the contents of the document itself 
it was apparent that the parties did not use the 
words of the gold clause in accordance with the literal 
meaning which they would bear if considered apart from 
the rest of the document and the circumstances which 
surrounded its execution. His Lordship referred to 
clauses 2 and 4, and said that, taking even clause 1 by 
itself, it would be practically impossible to fulfil its 
literal requirements even if a sufficiency of gold coin were 
still in circulation; for according to its strict reading the 
coins tendered would all have to be coins of the exact 
standard of weight and exact standard of fineness specified 
in the Coinage Act, 1870, without remedy, allowance, or 
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variation from the standards. Thus neither in clause r nor 
in clause 2 could the words have been intended by the 
parties to carry their literal interpretation. He therefore 
asked himself the question: If the words of the gold 
clause could not have been used by the parties in the sense 
which they literally bore, ought he to ignore them 
altogether and attribute no meaning to them, or ought he, 
if he could discover it from the document, to attribute 
some other meaning to them ? 

Clearly the latter course should be adopted if possible, 
for the parties must have inserted those special words 
for some special purpose, and, if that purpose could be 
discerned by legitimate means, effect should be given to 
it. In his opinion the purpose could be discerned from 
clause 4, in which the reference to gold coin of the United 
Kingdom was clearly not a reference to the mode of 
payment but to the measure of the company’s obligation. 
So, too, condition 6, which again was a clause not directed 
to mode of payment but to describing and measuring 
liability, showed that the words were used as such a 
measure. In just the same way he thought that in 
clauses I and 2 of the bond the parties were referring to 
gold coin of the United Kingdom of a specific standard 
of weight and fineness not as being the mode in which 
the company’s indebtedness was to be discharged, but as 
being the means by which the amount of that indebtedness 
was to be measured and ascertained. He would construe 
clause I not as meaning that {100 was to be paid in a 
certain way, but as meaning that the obligation was to 
pay a sum which would represent the equivalent of £100 
if paid in a particular way; in other words, he would 
construe the clause as though it ran thus (omitting 
immaterial words), “‘ pay . . . in sterling a sum equal to 
the value of £100 if paid in gold coin of the United King- 
dom of or equal to the standard of weight and fineness 
existing on the 1st day of September, 1928.’ He would 
similarly construe clause 2. 

In concluding his opinion, Lord Russell said he was 
conscious that that construction strained the words of 
the document, and that it fitted awkwardly with some of 
its provisions, but he preferred that to the only other 
alternatives—namely, attributing no meaning at all to 
the gold clause, or attributing to it a meaning which from 
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other parts of the document and the surrounding circum- 
stances the parties could not have intended it to bear. 

As a result of this opinion, the declaration made by 
Mr. Justice Farwell and approved by the Court of Appeal 
was rejected and in its place the House of Lords have 
made the following declaration of the true meaning of the 
bond: ‘‘ Declare that on the true construction of the 
bond the appellant is entitled as holder thereof to receive 
from the respondents from time to time by way of 
principal and interest thereunder and on the due dates of 
payment therefor such a sum in sterling as represents the 
gold value of the nominal amount of each respective 
payment, such gold value to be ascertained in accordance 
with the standard of weight and fineness existing on 
September 1, 1928, and that accordingly every ‘ pound ’ 
comprised in the nominal amount of each such payment 
must be treated as representing the price in London in 
sterling (calculated at the due date of payment) of 
123.27447 grains of gold of the standard of fineness 
specified in the First Schedule to the Coinage Act, 1870, 
and any fraction of a ‘ pound ’ comprised in the nominal 
amount of any such payment must be treated as repre- 
senting the price in London in sterling (calculated at 
the due date of payment) of a corresponding fraction of 
123.27447 grains of gold of the same standard of fineness.”’ 

As in many ways this is the most important judgment 
delivered since England went off the gold standard, 
a few words of general comment seem required. One 
point of detail may conveniently be disposed of first. 
The bonds in question were originally to have been issued 
in New York, and the words in dispute form the familiar 
American gold clause. At the last moment it was 
decided to make the issue in London instead, and those 
responsible for the issue apparently overlooked the fact 
that words which might possess a definite legal meaning 
in the United States might become ambiguous and 
indeterminate when interpreted according to English 
law. With all respect to Lord Russell of Killowen, we 
think this oversight is the sole explanation of the incor- 
poration of the American gold clause in an English bond 
issue. We are inclined to doubt if the parties envisaged 
in September, 1928, the possible suspension of the gold 
standard by Great Britain. 
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Our next comment is that while we recognize that the 
process of appeal is, in the interest of the parties to the 
case, a lengthy business, this is an instance where the 
law’s delay have had widespread and _ unfortunate 
results. The court of first instance delivered judgment 
as long ago as 27 October, 1932, while the Court of 
Appeal gave its decision on 17 March, 1933. Thus over a 
vear elapsed between the first and the final judgment. 
In ordinary circumstances, this delay would only have 
affected the parties themselves, but the point raised in 
this particular case was of wide international importance. 
During the interval the United States suspended the 
gold standard, and the judgment of the Court of Appeal, 
which then held the field, was eagerly seized upon by 
the American authorities as a precedent justifying the 
introduction of legislation suspending the gold clause in 
private contracts. A short time later the German 
Government followed suit and, appealing to the same 
precedent, repudiated the gold clause in the Young Loan 
agreement. Even the British Government used the 
decision, for in its conversion offer of the United Kingdom 
54 per cent. dollar bonds, successfully made last summer, 
the gold clause extract in the original issue was deliber- 
ately omitted. Examples of further reliance by other 
countries upon the Court of Appeal’s decision can be 
cited. 

Now had the trial and appeal of this case been 
accelerated, the final decision would have been delivered 
before any of this governmental action, and the govern- 
ments concerned would have had to justify their own 
action by reference to their own determined policy and 
national needs. They would have been deprived of the 
adventitious—and, as matters turned out, erroneous— 
support of a British legal decision. As it is, the govern- 
ments concerned find themselves left in the air, and with 
the basis of their policy destroyed. They have taken 
what has turned out to be wrongful action, and they are 
left in a state of confusion. 

Coming now to the wider issues involved, let us say 
at once that we rejoice at a decision which makes it 
clear that even in these difficult times there must be 
no playing fast and loose with outstanding contracts. 
We quite agree that where a debtor finds himself unable 
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to discharge his obligations, he is entitled to approach 
his creditor, to place him in full possession of the facts, and 
to seek an agreed re-arrangement. And a wise creditor 
meets his debtor half-way. This, however, is quite a 
different matter from straining or altering the law so as 
to impose new terms upon creditors, and there has been 
too much of that during the past few troubled years. It 
is too easily forgotten that commerce and finance, namely, 
the movement of goods and money, depend upon the 
maintenance of credit. Credit is not a mere technical 
term bandied about glibly by economists, but has its 
literal meaning of mutual belief and trust. Arbitrary 
action such as this destroys credit and so impedes com- 
merce and finance. If Governments desired to arrest or 
postpone the trade revival, the most certain way of doing 
so would be to abrogate or arbitrarily vary outstanding 
contracts in such a way as to destroy credit. These are 
simple truths, which in these days of new monetary 
and economic theories are in danger of being forgotten. 

We do not suppose for one moment that the House 
of Lords’ judgment will induce governments to go back 
on their past decisions and restore the gold clause in all 
its sanctity. The delays of the law have left the stable- 
door unlocked too long, and many of the horses have 
irretrievably escaped. Still, further decisions affecting 
outstanding international indebtedness will have to be 
taken in the near future, and we earnestly commend the 
House of Lords’ re-statement of the law to all those 
concerned. If an arrangement or composition of certain 
debts is required in the world interest, then let the 
evidence be produced and accepted, and let the scheme be 
drawn up by debtor and creditor in co-operation. On 
the other hand, let there now be an end of the modern 
practice, according to which debtors and their govern- 
ments seek to impose their will upon creditors without 
obtaining their permission or taking them into con- 
sultation. 
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The British Bank Balance Sheets 


MONTH ago, in our discussion of the British 
A banking position, we suggested that when the results 
for 1933 were published it would be found that net 
profits showed little change from the previous years and 
that no alterations would be made in the bank dividends. 
The results for the year have now appeared, and it will 
be seen that our forecast was correct. Notwithstanding 
the low level of money rates during 1933, profits are in 
most cases higher than in 1932, and in every case divi- 
dends are unchanged. The actual results are summarized 
in the following table :— 


ENGLISH BANKING PROFITS AND APPROPRIATION 
(000’s omitted) 





| 1 | | 
| 
| lo . Other 
oes . Contin- 
| Ne , » 3 ivi s | - 
| Net Profits Dividend gencies Appropria 
| tions 





1932 





4 
Barclays rey seo | 3,894 | 3,605 | 1, : Nil | 
Lloyds ... ‘i ee 439 | I, Be 200 
Midland ... bid sear : ; 3 300 
National Provincial ... | 1, ,60: ; Ls. Nil 
Westminster ins sei . 465 : ,16: Nil 
Martins ... nae ro 5: 58 5% Nil 
District ... sai rae 8 : 8 | Nil 
Manchester and County 58 | 158 | Nil 

The National ... ions 2 20 20 30 
Union of Manchester ... | 1: 21 | Nil | Nil 


Williams Deacon's ert 273 | | Nil 34 




















A comparison between the results of the different 
banks is liable to be misleading, because the banks have 
different ways of dealing with bad and doubtful debts 
and provision for contingencies. All banks are accus- 
tomed to make certain appropriations for contingencies 
and other inner reserves before striking their net profits, 
but as the table shows, some banks make further dis- 
closed appropriations out of their net profits. Methods 
of dealing with bad and doubtful debts also vary, though 
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needless to say, complete provision is made somehow 
by all the banks. Thus, Lloyds Bank state that all bad 
and doubtful debts are provided for out of the profits of 
the year. The National Provincial Bank and West- 
minster Bank provide for them out of Contingencies 
Account. Barclays Bank state that “ after payment of 
all charges, full provision having been made for bad and 
doubtful debts, the net profit is . . .”’ The Midland 
Bank states that “ after making an appropriation towards 
bad and doubtful debts (all of which have been fully 
provided for) the net profits are . . .” The result 
of these variations in procedure is that it is hardly 
legitimate to set one bank’s results against another’s, or 
to comment upon the fact that in two cases profits for 
1933 show a small decline, while in the remaining cases 
these have increased. For example, if the published 
allocations to contingencies had been deducted from the 
year’s earnings before the net profit was struck (as was 
done with the undisclosed allocations), then Lloyds Bank 
profits for 1933 would have shown a decline of only 
£12,000, in place of £112,000; and the Midland Bank’s 
profits would have ceased to show an increase of £248,000, 
and would have shown a decline of £2,000. This suggests 
that the only legitimate comment upon 1933 bank 
profits is that in every case they are practically the same 
as in the previous year. In view of the low level of 
money rates, and the other difficulties and uncertainties 
of 1933, such results are very satisfactory. 

We come now to the balance sheets, which are repro- 
duced in summarized form. The first table is given 
on the next page. 

Beginning with issued capital and general reserves, it 
wil be noticed that no further attempt has been made to 
replace the drafts on reserves made by most of the banks 
to meet the depreciation in British Government securities 
in the autumn of 1931. It is common knowledge that 
this depreciation has by now been more than made good, 
and so the banks have accumulated from this recovery 
large inner reserves. There are, however, two good 
reasons against any transfer of such accumulations to 
published reserves. One is that the banks never write 
up their investments in their balance sheets, and this 
alone makes it impossible to increase their published 
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ENGLISH BANKING LIABILITIES 


























| Capital and Accepta 
sits, etc. | “*“CePtances, 
Reserves Deposits, etc etc. 
— Ls 
1932 | 1933 | 1932 | 1933 | 1932 | 1933 
— a be | = eal 
{mn. | {mn. | {mn. | {mn. | {mn. | {mn. 
Barclays 26-1 | 26-1 | 381-8 | 378-8 6-3 | 7-2 
Lloyds ... ne --- | 23°8 | 23°8 | 383-3 | 365-7 | 32-0 | 42:6 
Midland vee wee | 25°7 | 25°7 | 42170 | 415°5 | 15-6 | 15-8 
National Provincial | 17°5 | 17°5 | 292°6 | 289-1 6-2 | 6-4 
Westminster | 16-8 | 16.8 | 299-2 | 295-8 | 22-3 | 31-8 
Coutts ... _ | 290] 2°0] 20°1 20°5 | 076] o-8 
Glyn, Mills | 1-8*) 1-8*) 35°7 | 36-5] 1-8] 1-6 
Martins ye ey 86-3 | 82-1 4°8 | 47 
District vee nee | Ht? | 4°2| 57°2| 54°4] 2:0] 5:2 
ManchesterandCounty | 1-8; 1-8! 18:5] 17°8| o-r] o-2 
The National ... oe | 2°5] 2°5 | 39° | 385] Orr] ovr 
Union of Manchester... | 3 I*3 Ig‘2] 17°4 | 0:5 | 0-6 
Williams Deacon's 2°71 2°71 34°01] 33°7 | I'2| 2-4 
| 








| } 





* Includes £240,000 in 1932 and £250,000 in 1933, reduction of bank premises 
accounts 


reserves on the other side of their balance sheet except by 
a draft upon inner reserves. The other is that the banks 
are now holding an unusually large proportion of their 
assets in the form of investments, and so they very likely 
think it desirable to maintain their inner reserves intact, 
in case they are needed to meet possible losses arising 
from any setback in the gilt-edged market. 

Deposits show, in most cases, a slight net decline 
during the year. In no case is the movement significant, 
and one possible explanation may lie in the fact that 
owing to the improvement in Christmas trade, more 
currency was in use by the public on December 31, 1933, 
than at the same date a year before. This would also 
explain the slight reduction in cash shown by certain of 
the banks. Changes in acceptances, endorsements, etc., 
are also difficult to interpret, because some banks include 
open forward exchange contracts under this omnibus 
heading, while other banks do not. There is some 
evidence that during recent weeks there has been a 
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slight increase in the number of bills accepted in London, 
but the increase must as yet be very small. For one 
thing, there has been no real revival in international 
trade, and apart from this the first stages of such a 
revival could be financed out of idle funds in traders’ 
hands, without any need for the opening of new London 
credits. 

The next table deals with the banks’ cash, cheques 
and balances, and call money. 


ENGLISH BANKERS’ CASH AND CALL MONEY 





Cashinhand | Cheques _ | Money at Call 
and at Bank and and Short 
of England Balances Notice 


1932 | 1933 | 1932 | 1933 | 1932 | 1933 


£{mn. | {mn. | {mn. | {mn. | {mn. | {mn. 


Barclays ... a ws | 51°7 | 51°2 | 10-7 | 11-1 | 24°8 | 21-4 
Lloyds... an ... | 40°3 | 39°4 | 12°8 | 13-8 | 25-6 | 23°5 
Midland ... av ... | 43°O | 42°2 | 14°3 | 13°8 | 20°6 | 21-0 
National Provincial... | 31-3 | 34-7 | 8-6 | 8-3 | x7-7 | 18-2 
Westminster __.... ... | 31°8 | 34°6] 9:6] 10-5 | 21-1 | 22°7 
Coutts... sak 6 | 221 296] O88] o-7 | x8] 2-9 
Glyn, Mills 5°8 | 63 I*3 I°4| 6:6] 7:2 
Martins 9°6| 9:2] 2:9] 3:1] Go] 5:1 
District ses oa 8:5 7:8 - * 5°41 4°4 
Manchester and County 4°6 | 3:5 t t t + 

The National 3°9| 4°2 od es 5°0] 3°3 
Union of Manchester 7°8| 7:2 t t t t 

Williams Deacon’s 470] 4°2] I-g| 2:r | 4:8] 5°5 


* Not shown separately. 
t Cash on hand, at call, and at short notice are shown only as a single 
omnibus item. 








The slight change in cash has already been discussed, 
and it is only necessary to add that the official monetary 
policy of maintaining the supply of bank cash holds the 
field. There are numerous slight increases in the item 
“balances with other banks and cheques in course of 
collection,’ and these collectively are sufficient to suggest 
that money is moving more freely and in greater volume 
than a year ago. Call money shows little change from 
last year. This is an unexpectedly gratifying result, as 
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last summer the low level of discount rates had brought 
about a narrowing of the discount market, while bil] 
brokers preferred to borrow “ outside ’’ money at lower 
rates rather than pay the clearing banks’ minimum rate 
of x per cent. The autumn rise in discount rates has 
apparently reversed this tendency. More outside money 
is being invested in bills, and less is being lent to the 
markets, so that bill brokers are having to return to the 
clearing banks. As a result, call and short money out- 
standing on December 31 last was substantially higher 
than in June at the end of the preceding half-year, and, 
indeed, compared very favourably with the figures for 
the end of 1932. The final table for the English banks 
includes their chief earning assets :— 


ENGLISH BANKS’ CHIEF EARNING ASSETS 





Discounts Investments Advances 








{mn. | {mn. | {mn. | {mn. 
87° 
85° 
93° 
60: 


{mn. | {mn. 
148-8 
133°0 
164°3 
111-8 
102°8 
8-3 
10°7 
28-3 
I7'I 
8-6 
14°7 
| 6:9 
| 10°9 
| 





g8-I | 153° 
99°4 | I4I° 
\xx8-1 | 170- 


Barclays owe oie *3 | 60: 
Lloyds sae jae sow | ~ 56- 
Midland mas ... | 86° 62° 
National Provincial ... 3: 48: 
Westminster ... ses : 42° 
Coutts ... re ae 4 I 
Glyn, Mills... — -8 O° 
Martins se enone 6- 
District oni ene 4° 
Manchester and County Oo: 
The National ... aes I: 
Union of Manchester... O° 
Williams Deacon’s 2° 


1932 | 1933 | 1932 | 1933 | 1932 | 1933 
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Discounts are in most cases appreciably lower. In 
order to enforce their autumn policy of raising discount 
rates, the banks had to reduce their purchases of bills, 
and this is the main explanation of the decrease in dis- 
counts. As the Treasury bill issue is being reduced, a 
further decline must be envisaged, unless and until the 
trade revival makes sufficient progress to augment the 
supply of commercial bills. 
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The decline in advances is also a natural movement. 
When a trade revival begins, one of its earliest conse- 
quences is that stocks of commodities are reduced, and 
bank loans raised against them are paid off. To that 
extent a decline in advances is welcome, for it means 
that loans long frozen are being liquidated. On the 
other hand, a trade revival usually springs from a super- 
abundance of cash and liquid capital, and it has to make 
some progress before it drives traders and manufacturers 
to raise fresh funds from their bankers. Other explana- 
tions of the decline have been given in previous issues of 
THE BANKER. They include abnormal competition from 
insurance companies, City financial houses, and foreign 
banks, arising entirely from the fall in interest rates, both 
long-term and short-term, and the plethora of money ; 
and also the fact that the fall in the yield on War Loan 
and similar securities makes it less profitable to raise 
bank loans against them as collateral. Taking all these 
factors into account, the contraction in advances is not 
abnormal. They should soon begin to expand as the 
trade revival progresses to the point where surplus funds 
are absorbed. 

The next table summarizes Scottish banking results :— 


SCOTTISH BANKING RESULTS 





























Discounts 
Profits Deposits Cash and 
Advances 
| | | | 
1932 | 1933 | 1932 | 1933 | 1932 | 1933 | 1932 | 1933 
ciipdbiiieneSa —_ = : ee ne 
{thou.| {thou.} {mn. | {mn. | {mn. | {mn. | {mn. | {mn. 
Bank of Scotland ... | 268 313 | 30°8 | 36-0 | 4°5 5:0 | 16-8] 12-9 
(To Feb. 28). 
British Linen Bank | 294 292 | 25°9 | 30°1 | 7°7 8-5 II-5 | 10-0 
_ (To. Feb. 23). | ‘ y 
Clydesdale Bank ... 310 301 | 32-0 | 31°3 | 4°9 4°6 | 15°0 | 13°3 
(To Dec. 31). 
Commercial Bank... | 377 387 | 37°5 | 37°7| 5:8 | 6-2 | 17-9 | 15-8 
(To Oct. 31). | 
National Bank ca 338 344 | 33°9 | 34°4 | 4°3 4°4 16-8 | 14°5 
_(To Dec. 21). 
North of Scotland... 251 254 | 22-0 | 24°1 | 5°5 | 4°9 | IO°r 8-2 
(To Dec. 31). | 
Royal Bank -- | 605 | 612 | 55°9 | 59°3| 5°5 | 6:0 | 27°6] 25-6 
; (To mid. Oct.) 
Union Bank 330 | 320 | 28-3 | 28-5 | 7-2 | 6°6 | 15:7 | 12°5 





ots 
(To April 1). | 
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The main difficulty in interpreting it is that the 
accounts of the Scottish banks are compiled on different 
dates, a few of which are nearly a year old. On the whole, 
the Scottish banks seem to have had a relatively successful 
year. In most cases profits are higher, and deposits are 
well maintained. The declines in discounts and advances 
are easily explained by the factors already mentioned. 

The final table summarizes the position of the three 
discount companies :— 
| 


Profits* | Depositst 





Investments Bills 











| | 
| 


1932 | 1933 | 1932 | 1933 | 1932 | 1933 | 1932 | 1933 








{thou. | {thou.} {mn. | {mn. 
Alexanders | I7I1 169g | 27°0 | 25°7 
National... | 139 | 138 | 48-2 | 51-4 
Union... | 226 | 228 | 58-8 | 58-6 


£mn. | £mn. | {mn. | {mn. 
5°I | 10-2 | 23-2 | 16-8 
3°5 | 6:5 | 46°4 | 46-0 
11-6 | 11-8 | 47-4 | 48-7 























* Excluding rebate on bills not yet due. 
+ Includes bills rediscounted. 

In view of the low level of discount rates, the main- 
tenance of their profits comes as a welcome surprise. 
Still it must be remembered that the downward trend of 
discount rates early in the year increased their margin 
of profit between the initial cost of their bills and the 
average cost of the loans raised against those bills over 
the whole period of their currency. During the autumn 
months, when discount rates were rising, the boot was 
on the other leg, but by this time they had probably 
reduced their holdings of bills and added to their invest- 
ments, thereby minimizing their loss. As the table shows, 
two at least of the discount companies made substantial 
additions to their investments during the year. 

This concludes our review of the British banking 
position. Interpreting it together with the current 
upward trend of trade, there is ground for hoping that 
the British banks have now passed through the worst 
of the depression, and that in 1932 and 1933 their net 
earnings touched their lowest point. If so, they can 
claim to have survived these difficult years practically 
unscathed. In no case have profits fallen to an inadequate 
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level, and more important still, their innate strength, 
their liquidity, and their power to meet their engagements 
remains unimpaired. Very few banking systems in the 
world can to-day lay claim to such a record. 


Bank for International Settlements 
By a Correspondent 


HE decision taken in October, 1932, to discontinue 
the publication of official reports on the board 
meetings, while no doubt in the best interests of 
the bank itself, has made it difficult for outside observers 
to follow developments. From time to time, as, for 
example, when the bank found itself credited with 
having endorsed large quantities of M. Stavisky’s Hun- 
garian bills, this sphinx-like attitude is modified and an 
official statement is published. But such cases are the 
exceptions, and many good stories have been allowed to 
pass unchallenged, including the alleged application of 
the Russian Soviet to join the B.LS. 

However, to return to the realm of hard facts, the 
news that reductions are being made both in the numbers 
and salaries of the staff, coupled with a rather obvious 
decline in the resources and activities of the bank, has 
revived discussion as to its future prospects. To some 
critics this inactivity is proof that it has no future. Yet, 
to anyone with any knowledge of present conditions it 
can have occasioned very little surprise. For owing to 
the appalling decline in the level of international trade, 
the loss of confidence in international relations generally, 
and the freezing of assets as a result of transfer moratoria, 
international banking is to-day at a lower level than ever 
before. If the truth were known, it would probably be 
found that, judged by the volume of its activities and 
the level of its profits, the B.I.S. has maintained its 
position at least as well as, if not better than, other banks 
engaged primarily in international business; while it is 
common knowledge that in many countries even the 
central banks have had to reduce drastically both staff 
and salaries, and are still finding it difficult to cover their 
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expenses. In these circumstances the absence of new 
business and the generally low level of activity should 
not be regarded as evidence that the B.I.S. is no longer a 
useful institution. For the future of the bank depends, 
not upon the level of business in these exceptional times, 
but upon whether the objects for which it was formed, 
and for which it has since been striving, continue to be 
regarded as desirable and necessary. 

As to this, some critics point to reparations and say 
that with the cessation of these payments the bank has 
lost its principal function and no longer has any raison 
d’étve. But such a view is superficial, for the handling 
of reparation payments, though in one sense its principal 
executive function, was in Teality little more than a 
routine operation, affecting, it is true, very large sums, 
but not involving any important questions of principle. 
And certainly, it was not for the purpose of supervising 
the temporary investment of these funds that the principal 
central banks of the world were requested to send their 
representatives on a monthly pilgrimage to Basle. In 
point of fact the primary purpose of these meetings was 
to enable the governors and other representatives of the 
various banks to establish personal contacts and to get 
to know and understand each other. In addition, it 
was hoped and believed that such meetings would in 
time lead to closer co-operation between the central 
banks, not only in their home policies, but also in inter- 
national matters of common interest. And to these 
rather general aims should be added as an immediate 
and essential objective, the general restoration of either 
the gold or gold exchange standard, which was generally 
agreed to be the only sound basis for a monetary system. 

Of these various aims, it may fairly be claimed that 
the first has already been achieved, and that the regular 
monthly meetings of the central bank governors have 
proved their value. For while no one would pretend that 
the results had been sensational, it may safely be assumed 
that such busy men would not continue as they do to 
devote three or four days a month to visiting Basle unless 
they attached a real value to the personal contacts so 
established. As regards concerted action in the inter- 
national sphere, the credits granted at various times to 
the Hungarian, Austrian and German national banks 
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were unique examples of international co-operation, and 
undoubtedly did much to ease the strain and to prevent 
too sudden a collapse in the early months of the crisis. 

It may be argued that these credits are things of the 
past and that, though they were of value in the excep- 
tional circumstances then prevailing, the need for such 
measures is not likely to occur again, and does not call 
for the maintenance of a special institution; or alter- 
natively, that all forms of international co-operation are 
now at a discount and that in every country economic 
nationalism is the order of the day. Yet to anyone who 
has been watching developments during the past few 
years, there are already signs that opinion is changing 
and that with a return of better times there is a growing 
disposition to take broader and more optimistic views. 
For the present, what expansion there is in international 
trade is taking the form of bi-lateral treaties; but if the 
improvement continues it may not be long before it will 
again be possible to discuss all these problems of trade 
and credit on the basis of concerted international action. 
In other words, though such action for the present is 
still impracticable, the desire for it is general and its 
feasibility depends only on a further revival in trade and 
in confidence. 

Then, again, if we turn to the purely monetary sphere, 
we find a very similar position. For whereas a year ago 
an advocate of the gold standard would have found it 
hard to get a hearing in England, the gyrations of the 
dollar have since exposed some of the dangers and incon- 
veniences of paper currencies, with the result that it is 
now only the diehard liberals who remain irreconcilably 
opposed to gold. Most significant is the fact that even 
employers’ organizations, till recently the strongest 
opponents of the gold standard, are beginning to talk 
in terms of what they will do when England returns to 
gold. Nor should it be forgotten that amongst the few 
resolutions carried unanimously by any committee of the 
ill-fated London Conference, were those advocating the 
“ re-establishment of gold as the international measure 
of exchange values ’’ and “‘ the creation of independent 
central banks in such developed countries as have not 
at present an adequate central banking institution.” 

On the whole, then, it would seem that the B.I.S. can 
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look forward to the future with confidence, based not 
on the promise of specific favours to come, but on the 
certainty that the principles for which it stands, and the 
type of business on which it depends, are both slowly but 
surely returning to favour; and in the meantime, by 
bringing together at regular intervals the governors and 
representatives of the principal central banks, it is per- 
forming an important service, the value of which varies 
inversely with the publicity it receives. 


Germany’s Default 
By Paul Einzig 


towards her foreign creditors have proved to be 

more than justified during the past month or two. 
At the beginning of December the representatives of the 
long and medium term creditors went to Berlin on the 
invitation of the Reichsbank, in order to discuss the terms 
of the renewal of the transfer moratorium for the first 
half of 1934. On the basis of the returns of the Reichs- 
bank, which showed a moderate increase of the gold 
holding, the creditors were fully entitled to expect a 
renewal of the agreement with its terms materially 
unchanged. At any rate, they were fully entitled to 
expect that the matter would be settled through negotia- 
tions. Instead, on their arrival in Berlin, Dr. Schacht 
simply communicated to them his decision to reduce the 
proportion of cash transfers from 50 per cent. to 30 per 
cent. on the interest service. There was no question 
of any discussion; the matter was treated by the German 
authorities as an accomplished fact. All they did was to 
compile figures for the benefit of their creditors, calcu- 
lated to show that they are not in a position to maintain 
the transfer of 50 per cent. 

The material placed at the disposal of the creditors 
to judge for themselves Germany’s capacity to pay was, 
however, highly inadequate. No figures were provided 
to indicate the amount of German securities repatriated 
during the past year, nor was the total amount of German 
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external loans held in Germany given. And yet, these 
figures are of first-rate importance for the purpose of 
judging Germany’s capacity to pay. In the first place, 
the actual foreign currency requirements for the transfer 
of interest have been considerably reduced by the repatria- 
tion of a large portion of the external issues. The German 
authorities know exactly for what portion of the debt 
they are paying interest to German holders. The transfer 
requirements of the loans are reduced to a corresponding 
extent. Without the knowledge of these figures we are 
not in a position to know how much exactly is the amount 
which Germany claims to be unable to provide in foreign 
currencies. 

The creditors are equally entitled to know on what 
scale the repatriation of German bonds is still going on. 
Every now and then it is reported that large blocks have 
been bought up on German account, and in some cases 
the debtors actually issue public statements announcing 
their intention of repurchasing their outstanding foreign 
bonds. As the exchange regulations in Germany are 
almost watertight, it is unthinkable that this repatriation 
should go on without the knowledge and approval of the 
Reichsbank. Thus, while claiming to be unable to 
transfer more than 30 per cent. of the interest service, 
the Reichsbank allows the transfer of funds for the 
repatriation of bonds, the total of which would be more 
than sufficient to pay the interest in full. If this assump- 
tion is not correct, the Reichsbank is in a position to 
prove it by indicating the actual amount of repatriations. 
By failing to do so it lays itself open to the charge that 
its attitude towards creditors is one of bad faith. 

There is yet another important item which is missing 
from the figures supplied by the Reichsbank. Nothing is 
allowed for the repayment of Russian credits during 
1934, although the amount falling due is something like 
700 million Reichsmarks. Possibly some of this amount 
will be renewed, but part of it, at any rate, will be 
paid in cash and will thus increase the Reichsbank’s 
capacity to transfer the service of the foreign debt. 

Energetic protests by the various bondholders’ com- 
mittees were of no avail, and even the official protest 
of the British and American governments failed to 
produce any satisfactory result. Apparently the German 
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authorities think they can afford to default on the long- 
term loans because, in any case, they have not the least 
intention of issuing new foreign loans for many years to 
come. For this reason the long-term creditors are more 
or less helpless and their only remedy would be the 
institution of exchange clearing, which is under con- 
sideration. 

The position of the short-term creditors is, on the 
other hand, totally different. Germany has every interest 
to maintain the acceptance credits in London and other 
foreign centres through which she finances a large portion 
of her imports. Although, from the point of view of the 
creditors, these credits are frozen, they are not frozen 
from the point of view of the debtors. Whenever the 
bills fall due, every three months, the debtors send a new 
batch of bills, which are accepted and discounted and 
whose proceeds cover the repayment of the bills falling 
due. Every three months, therefore, a new import 
transaction can be financed with the aid of the acceptance 
credits under the standstill agreement. The moment 
the standstill agreement is discontinued these facilities 
will cease to be available for German importers. The 
Reichsbank will then have to find a corresponding 
amount of foreign currencies to pay for the imports which 
would otherwise have been financed with the aid of the 
acceptance credits. Considering that the amount involved 
is estimated at 50 million pounds, the task would not be 
an easy one. This is the reason why Dr. Schacht is 
anxious to maintain the standstill agreement, and that is 
why he is prepared to discriminate in favour of the 
short-term creditors. 

Notwithstanding this discrimination the task of the 
short-term creditors at the coming standstill conference 
early in February will not be easy. There has been lately 
a change for the worse in the attitude of the German 
debtors and German authorities towards their short- 
term creditors, and officially inspired forecasts of their 
desiderata are also anything but encouraging. It will be 
remembered that, acting under pressure, the standstill 
creditors agreed in June last that the transfer of some 
75 million Reichsmarks of capital repayments by the 
Gold Discount Bank, which was due under the standstill 
agreement, should be suspended. It is now understood 

















\v AY ae i ame | 9 


_ 





GERMANY’S DEFAULT — 123 





that the German authorities will demand that the transfer 
of this amount, together with some 200 million Reichs- 
marks due to be remitted this year, should not take 
place. They are opposed to any further reduction of the 
limits of acceptance credits and they claim a further 
reduction of interest and commission charges. 

In the past the standstill creditors have always 
adopted a conciliatory attitude towards their debtors. 
There is, however, a limit beyond which it is clearly no 
longer worth their while to make any further concessions, 
Their position is now much stronger than it was in 1931. 
They have recovered part of their credits and have made 
some progress towards writing down the outstanding 
amount. As far as London is concerned, the continuation 
of the standstill agreement is no longer a vital problem. 
In case of a breakdown some of the acceptance houses 
would have to be assisted, but the total amount of 
the assistance required is not likely to exceed about 15 
million pounds. It will be comparatively easy to raise 
such an amount without even having to fall back upon 
the authorities. In the circumstances, if the German 
authorities think that they can dictate their terms they 
are mistaken. While bankers in London and in foreign 
centres are all in favour of securing the smooth working 
of the standstill agreement, there is a limit to their 
willingness to make further sacrifices to that end. 


Appointments and Ketirements 


Anglo-International Bank 

Mr. John Back, Secretary of the Anglo-International 
Bank, has been appointed Manager of the bank, and Mr. 
C. M. Corner, Assistant Secretary, has been appointed 
Secretary. 


Barclays Bank 


Mr. Henry Thomas Mitchell, who has been a General 
Manager of Barclays Bank, Ltd., for the past eight years, 
retired at the end of December, after forty-eight years’ 
service in the bank. Mr. Mitchell joined the London and 
South Western Bank, Ltd., as junior at Notting Hill 
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Branch, in July, 1885, and returned to that Branch as 
Manager in 1905. In June, 1909, he became an Inspector, 
and in January, 1915, he was appointed Deputy Chief 
Inspector. After the amalgamation with Barclays Bank, 
Ltd., Mr. Mitchell received the appointment of Chief 
Inspector in April, 1921. In the following year he was 
made Assistant General Manager, rising to the position 
of General Manager in November, 1925. 

Mr. Walter Osborne Stevenson, Foreign General 
Manager, has been appointed a General Manager of the 
bank, and Mr. Benjamin Jenner Foster, Assistant Foreign 
General Manager, has been appointed Foreign General 
Manager. 

Mr. Stevenson entered the London Branch of the 
Comptoir National d’Escompte de Paris in January, 
Ig01, and from July, 1912, to December, 1913, he was 
in the Foreign Branch of the London County and West- 
minster Bank. In January, 1914, he was appointed 
Manager of the Foreign Department of Barclay & Co., 
Ltd., and subsequent to the amalgamation of Barclays 
Bank with the London Provincial and South Western 
Bank he was appointed Foreign General Manager in 
July, 1922, and was given the position of General Manager 
in January of this year. 

Mr. B. J. Foster entered the service of the London 
and South Western Bank in December, 1900, and, after 
serving at Vauxhall, Stockwell and Kennington Branches, 
he joined the Head Office Staff in March, 1902, being 
transferred to the Foreign Branch in December, 1913. 
In August, 1917, he was appointed as Sub-Manager of 
the Foreign Branch, and in October, 1918, he was placed 
in charge of the Head Office Intelligence Department. 
Mr. Foster was appointed Assistant Foreign General 
Manager of Barclays Bank in July, 1922, and Foreign 
General Manager in January, 1934. 

The Directors of Barclays Bank, Ltd., also report the 
impending retirement of Mr. Percy Charles Harte from 
the office of Treasurer, which he has held since the year 
1925. He commenced his career in the London and 
South Western Bank forty-five years ago, and for a long 
time past has superintended the investments of Barclays 
Bank. He has been widely known in the City for his 
skill and special knowledge in that direction. 
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Commercial Bank of Australia 

Mr. P. H. Gardner, who retired from his position as 
Manager of the London Office of the Commercial Bank 
of Australia, Ltd., on December 31, 1933, has been 
appointed a Director of that bank on the London Board. 
He is 61 years of age and has been associated with the 
bank since 1899. He has held the position of London 
Manager since January I, 1923, prior to which he was 
Accountant for eight years. He has been succeeded by 
Mr. A. M. Gibson, who, until the end of May last, was 
Manager of the Bank’s Bourke Street West Branch 
(Melbourne). Mr. Gibson is 44 years of age. He joined 
the bank in 1910 and has seen service in all parts of 
Australia and New Zealand. 


English, Scottish and Australian Bank 


The Directors of the English, Scottish and Australian 
Bank, Ltd., announce the retirement of Mr. C. W. Wren 
on December 31 last after sixty-two years devoted and 
distinguished service. For the last 244 years Mr. Wren 
has been General Manager in Australia, 184 of these as 
sole General Manager, and for the last six years Joint 
General Manager with Mr. Ernest O'Sullivan. From 
January 1, 1934, Mr. O’Sullivan will be joined by Mr. 
Joseph Ewing in the Joint General Management in 
Australia, and Mr. C. T. Docker will succeed Mr. Ewing 
as Chief Inspector. 


Hambros Bank 


Major the Hon. John Jacob Astor, M.P., has been 
appointed to the Board of Hambros Bank, Ltd. Major 
Astor is a director of the Great Western Railway Co., 
the Phoenix Assurance Co., and the Times Publishing Co. 


Lloyds Bank 


Mr. H. N. Steed has recently retired from the position 
of Joint Manager of the Exeter Branch of Lloyds Bank, 
Ltd. Mr. Steed was born in 1868 and educated at 
“ Fullards,”” Taunton. In 1885 he joined the Taunton 
Branch of Fox, Fowler & Co.’s Bank, and was appointed 
Manager of the Bridgwater Branch of this bank in 1905. 
He was appointed Joint Manager of the Exeter Branch of 
Lloyds Bank in 1922. Mr. Steed is a Fellow of the 
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Institute of Bankers and has held many county and 
borough treasurerships in Somerset and Devon. 


National Provincial Bank 

After service extending over forty-five years, Mr. 
A. S. Tawell, a Joint General Manager of the National 
Provincial Bank, has retired. Mr. L. W. Stead, an 
Assistant General Manager, has been appointed a Joint 
General Manager. Mr. F. R. Haslegrave, Joint Manager, 
City Office, 15 Bishopsgate, and Mr. Fred Evans, Manager, 
Birmingham Branch, have been appointed Assistant 
General Managers. 

Mr. A. S. Tawell began his banking career at the 
London Office of the National Provincial Bank in 1888. 
After serving at several branches, he was appointed 
Inspector at the Head Office in 1905. In 1g11 he went 
to the Worcester Branch as Manager, and in 1914 he was 
made Assistant Manager of the Piccadilly Branch. He 
was appointed Joint Manager of the Lombard Street 
(Union) Branch in 1919, becoming Manager in 1920. He 
was made Joint Manager of the City Office in 1921, 
Assistant General Manager in 1924, and Joint General 
Manager in 1930. 

Mr. Stead, his successor, started his connection with 
the bank at the Peterborough Branch in 1goo. After 
serving in the war during 1918, he was appointed Assist- 
ant Controller of the Advance Dept. in 1919, rising to the 
position of Joint Chief Controller in 1924. He was 
granted the rank of General Manager’s Assistant in 
April, 1932, and was appointed Assistant General Manager 
in October, 1932. 

Mr. Haslegrave served his apprenticeship at Leeds. 
He was made Assistant Controller of the Advance Dept. 
in 1919 and was appointed Inspector of Branches in 
1921. In 1922 he was appointed Joint Manager of the 
Northampton Branch, and in 1930 he was made Manager 
of the City Office, becoming Senior Joint Manager in 
1932. 

Mr. F. Evans, who served his apprenticeship at 
Cardiff, became an Accountant at the Liverpool Branch 
in 1916. He was made an Inspector of Branches in 
March, 1919, and was appointed Sub-Manager at Water 
Street, Liverpool, in December of that year, becoming 
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Manager in 192I. In 1925 he went to Doncaster as 
Manager of that Branch, in 1927 he was made Manager 
at Cardiff, and he became Manager at Birmingham in 


1932. 


Westminster Bank 

The Directors of the Westminster Bank announce the 
retirement of Mr. E. F. Robinson, a Joint General 
Manager of the bank, after forty-four years’ valued 
service. They have appointed as his successor Mr. W. T. 
Ford, at present an Assistant General Manager. Mr. 
A. W. Bentley, the Manager of the Lombard Street 
Office, has been appointed an Assistant General Manager, 
and Mr. T. H. R. Lawman, at present Deputy Manager 
at Lombard Street Office, becomes the Manager at 
Lombard Street Office. 

Mr. E. F. Robinson joined the service of the London 
and County Bank at Kingston-on-Thames in 1889. He 
was transferred to Lombard Street in 1896 and appointed 
Secretary in January, 1907. He was appointed an 
Assistant Country Manager in May, 1909, a Deputy 
Country Manager in January, 1914, and a Controller in 
January, 1918. In May, 1920, he was appointed Manager 
of Chancery Lane and Holborn Branch. He returned 
to Lombard Street in November, 1922, as an Assistant 
General Manager, and was appointed a Joint General 
Manager in May, 1927. 

His successor, Mr. W. T. Ford, joined the London and 
County Bank in 1903 at Wandsworth. He was trans- 
ferred to St. Mary Axe in 1g1I, and appointed Chief of 
the Foreign and Documentary Dept. at that branch in 
June, 1920. In February, 1925, he was appointed Assist- 
ant Manager at the same Branch. He moved to the 
Lombard Street Office as Assistant Manager in May, 
1927, and was appointed Deputy Manager of that Office 
in January, 1928, Manager in February, 1929, and 
Assistant General Manager in November, 1930. 

Mr. A. W. Bentley joined the service of the London 
and County Bank at Tunbridge Wells in 1899. After 
eight years there, he went to the Head Office at Lombard 
Street, where he served in the Inspectors’ Office till 1916. 
He then spent a few months at the Hanover Square 
Branch before enlisting. He was demobilized in 1919 and, 
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after service at the Hanover Square and Borough 
Branches, joined the Inspection Staff. He was appointed 
Deputy Manager at Lombard Street in 1929, and Manager 
in 1930. 

Mr. T. H. R. Lawman joined the London and C ounty 
Bank at Lombard Street in rgo1, and was on active 
service from July, 1917, to February, 1919, when he 
returned to Lombard Street. He was transferred to the 
St. Mary Axe Branch in March, 1922, as Second Clerk, 
and was appointed Chief of the Foreign and Documentary 
Department there in February, 1925, and Assistant 
Manager in July, 1927. In November, 1930, he returned 
to Lombard Street as Deputy Manager, and was appointed 
Manager in January, 1934. 


Obituary 
Sir Robert Gibson, G.B.E. 


Chairman of the Commonwealth Bank of Australia 


By the death of Sir Robert Gibson, the announcement 
of which was received in London Banking circles with 
deep regret on New Year’s Day, Australia has suffered the 
loss of a notable leader. At a time when the entrenched 
position of sound finance was seriously threatened by 
the storm-troops of wild politicians and unorthodox 
“economists,” it was largely due to the Chairman of the 
Commonwealth Bank that the attack was beaten off and 
the defenders enabled to develop such a counter attack 
as fully to consolidate and advance their position. 

There is an element of the traditional Scottish 
apprentice’s rise to fame about his career. In 1879 a 
small Falkirk laddie of fifteen, educated in the local school 
and following in his father’s footsteps, entered the works 
of the Camelon Iron Company. After serving his appren- 
ticeship as a draughtsman in a Glasgow firm, he rejoined 
his first employers as London Manager. Three years 
later he sailed for Australia and made Melbourne his 
home for 40 years. His technical training had given 
young Gibson a sense of exactness and precision which 
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stood him in good stead when confronted with ill-balanced 
economic schemes in later life, and there must have been 
an element of the famous Falkirk iron in his character 
when, frail in body but indomitable in spirit, he fought and 
won Australia’s battle for sound and sane finance. 

Starting in Melbourne as a designer and draughtsman, 
the young immigrant proceeded to establish a number of 
commercial enterprises, notably the Austral Manufac- 
turing Company, whose business rapidly extended. One 
of the Honorary Commissioners appointed to administer 
the Australian Soldiers’ Repatriation Act, Sir Robert was 
made a Chairman of many Public Committees, notably 
the Royal Commission on Economics, and devoted much 
time and energy to the work of the Victoria Electricity 
Commission, the Council of Melbourne University, the 
Associated Chambers of Commerce and other import- 
ant organisations. It was not until comparatively late 
in life that Sir Robert became identified with Banking, 
but, in addition to his native shrewdness and business 
training, he had behind him a wide and varied experience 
in both industry and commerce. “ The technique of 
Banking may be complicated ”’ he said on one occasion, 
“but its essential functions are easy to understand.” 

In 1920 Mr. Gibson, who was made a C.B.E. in the 
previous year, received the honour of Knighthood. In 
1925 he was invited to become a member of the newly 
formed Board of Directors of the Commonwealth Bank of 
Australia, the only truly State Bank in the British 
Empire. He was promptly elected Vice-Chairman and, 
on the retirement of Mr. J. J. Garvan through ill-health in 
1926, Sir Robert assumed the office of Chairman, which he 
filled up to the time of his death with conspicuous ability 
and outstanding success. 

In 1932 he was further promoted in his Order to 
G.B.E., thus indicating that he was one whom a grateful 
country delighted to honour. 

His position, when Australia’s politicians made of 
her economics “‘ confusion worse confounded,” was one 
of both difficulty and delicacy, but he never shrank from 
the task. He was the protagonist during the passage of 
the Commonwealth Bank Acts of 1929, 1931 and 1932 
which dealt with the control of gold, the Note Issue 
Reserve and other intricate problems. Australians are 
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not alone in admiring the stand which the Commonwealth 
Bank Chairman made when he appeared at the Bar of 
the Federal Senate while the 1931 Bill was under discus- 
sion. For hours at a stretch Sir Robert, a sick man, 
fought for orthodoxy and financial morality against 
the advocates of default and inflation. Steadfastly refusing 
to discuss political remedies for a financial disease, he 
made a memorable demonstration of the independence 
and soundness of the views of his Board, which, happily, 
prevailed. It may be confidently assumed that, under the 
resolute leadership of his successor in office, Mr. C. H. 
Reading, the same policy will be followed. 

Admittedly, Sir Robert Gibson played his part on the 
national rather than the international stage, yet we make 
bold to say that if one such man as he could be found to 
push his way forward among the crowd of politicans and 
would-be economists who are now playing on the inter- 
national stage to a sadly disillusioned audience, it would 
be a happy relief. For the man in the street appreciates 
high motives and straight action and longs for release 
from the tyranny of politico-technicalities into the freedom 
of plain fact and commonsense. 

K.M.B. 


Dr. Carl Melchior 


We regret to announce the death of Dr. Carl Melchior, 
one of the junior partners of the banking house of 
M. M. Warburg & Co. of Hamburg. He died froma stroke, 
on December 30, at the age of 60. 


Herr Aby S. Warburg 


We have also to announce with regret the death of 
Herr. A. S. Warburg, the senior partner of M. M. Warburg 
& Co., who died, after a severe illness, at the age of 70. 
The firm has suffered a serious loss by the death of these 
two partners. 
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American Banking 
By a Correspondent 


at any rate, the effort to bring about recovery 

through currency manipulation, President Roose- 
velt in his budget message to the new Congress on 
January 4 indicated the intention of the government to 
attack the problem of recovery through a programme of 
government expenditures of staggering proportions. In 
carrying out the programme, the Government expects 
to borrow $6,000,000,000 of new money in the first 
six months of this year, in addition to refinancing 
$4,000,000,000 of maturing debt. It expects to increase 
the public debt to $31,834,000,000 by June 30, 1935, 
contrasted with $23,817,0360,025 at the beginning of the 
year and a post-war low figure of $16,185,309,831 reached 
in 1930. 

Summarized, the “‘ recovery budget ”’ calls for expendi- 
tures of $16,529,805,667 in the fiscal years ending on 
June 30, 1934, and 1935, against which receipts for both 
years are estimated at $7,234,604,235, leaving a combined 
deficit for the two years of $9,295,201,432. In the fiscal 
year 1936 the budget is to be balanced. 

Leaving out of consideration the probable effects of 
this programme upon the economy of the country as a 
whole, it is evident that Government borrowing at the 
extraordinary rate contemplated by the President involves 
interesting consequences for the banking system. As 
the depression has advanced, commercial banks striving 
for liquidity and unable to find satisfactory outlets for 
their funds in business channels have concentrated 
more and more of their assets in investments in Govern- 
ment securities. At the present time the New York City 
banks hold, on an average, investments in Government 
securities equal to more than a third of their total assets. 
In the case of individual banks the proportion is much 
higher. 

It is evident that these banks must absorb nearly 
all of the new Government securities amounting to 
$6,000,000,000 between now and June 30 and over 


Hien apparently suspended, for the time being 
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$9,000,000,000 in the next eighteen months. In the pro- 
cess the trend of American banking away from commercial 
loans and investments and towards a reliance upon 
government securities for the investment of bank funds 
is bound to be intensified. Moreover, even assuming that 
the Government is successful in balancing its budget by 
1936 and thereafter in gradually reducing its funded debt, 
there will remain outstanding for many years to come an 
enormous volume of Government securities, most of 
which will continue to be held by the banks. 

That the commercial banks will finance the Govern- 
ment spending programme, however much it may alarm 
them, can scarcely be doubted. In the first place, they 
already have too big a stake in the Government’s credit 
to refuse to support its new issues ; in the second, they are 
already virtually under the control of the Government 
and would certainly be taken completely under its control 
if they attempted to frustrate its policies; and in the 
third place, they have everything to gain and nothing 
to lose by purchasing the new issues. 

In this connection, it may be worth while to review 
briefly the method by which Government financing is 
carried out under the operations of the Federal Reserve 
System. The commercial banks which are members of 
the System, do not, of course, subscribe for new issues in 
cash. They merely credit the Treasury on their books 
with a deposit equal to the amount of their subscriptions. 
No reserves are required to be kept against these deposits, 
and under the Banking Act of 1933 no interest is paid on 
them. 

Consequently, the banks receive from the Treasury 
interest on the securities they have purchased without at 
first having to pay anything themselves in return. From 
time to time, as the Treasury requires funds, it withdraws 
these deposits on a pro rata basis. As it spends the 
money the deposits become transferred to the hands of 
private individuals and corporations, and then becomes 
subject to the normal reserve requirements which average 
approximately Io per cent. 

If it is assumed that the banks will take virtually all 
of the $6,000,000,000 of new securities to be offered by 
the Treasury in the first half of this year, it follows 
that bank deposits throughout the country will be in- 
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creased by approximately that amount, calling into use 
$600,000,000 of reserves. This the banks will have no 
difficulty in providing, for they already hold reserve 
balances of $850,000,000 in excess of their requirements. 

Apart from the budgetary measures, the most impor- 
tant development in Government policy recently was 
the President’s proclamation on December 21, authorizing 
the free coinage of all newly mined silver produced in the 
country, which was made in connection with the ratifica- 
tion of the silver agreement drawn up at the London 
Economic Conference last summer. The purchases are 
to be made at the statutory price of $1.29 an ounce, 
but one-half of the bullion turned in by producers is to 
be kept as seigniorage, making the net return to the 
producers 644 cents an ounce, or 21} cents above the 
market price prevailing at the time of the announcement. 
This move could be dismissed as a sop to the indefati- 
gable and insatiable silver bloc in the United States 
Senate were it not for the fact that it indicates a further 
yielding by the President to the inflationary elements and 
a further breaking down of sound money principles. The 
silver bloc will certainly not be appeased, but will 
almost surely use this concession as an entering wedge 
for demanding additional measures of remonetization. 
Unlike the gold purchase programme announced by 
the President two months before, the plan for silver 
purchases had almost no effect upon the financial markets. 

During December the gold purchasing programme of 
the R.F.C. appeared to be in eclipse. For the first seven- 
teen days of the month the price was kept unchanged at 
$34.01. It was then advanced 5 cents and remained at 
$34.06 over the end of the year. Up to January 1 
expenditures of the R.F.C. for gold had amounted to 
$75,000,000 out of a total of $100,000,000 so far 
authorized. Of this amount about $25,000,000 had been 
spent for domestic purchases and a little over $50,000,000 
for purchases abroad. 

The failure of the R.F.C. to continue the progressive 
marking up of its gold price should not be construed as 
any indication that the administration has abandoned 
its plan for devaluation. It is due apparently, in part 
to the fact that the dollar in foreign exchanges had 
failed to respond at all closely to the policy, and in part, 
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to the fact that there was reason to believe that a further 
rapid advance in the R.F.C. gold price might invite 
reprisals from abroad. 

The most important developments of a strictly banking 
character at the year-end were the inauguration of 
Federal insurance of bank deposits on a temporary basis, 
and the attempt by the banks to draw up under the 
National Recovery Act “rules of fair practice’ which 
would have placed all banking services on a “ metered ” 
basis involving the imposition of a multiplicity of heavy 
and annoying charges upon small depositors. In prepara- 
tion for deposit insurance the R.F.C. during December 
aggressively pushed its campaign for injecting Govern- 
ment capital into the banks. A total of $823,000,000 
of preferred stock or capital notes in 4,524 banks had 
been purchased by the R.F.C. up to January 1. All 
the State chartered banks and trust companies of the 
New York Clearing House Association sold nominal 
amounts of capital notes, while the National City Bank 
and the Chase National Bank each sold $50,000,000 of 
preferred stock, the former writing down its capital funds 
by $66,500,000, and the latter its capital by $47,730,000 
in the process. 

The terms under which R.F.C. purchases of preferred 
stock in these two big banks were made provide that if 
any two preferred dividends shall fall in arrears the 
Government shall be able to secure voting control and to 
remove Officers, directors or employees, appoint successors 
and in general dictate the policies of the bank. _Indica- 
tions have not been lacking however that the R.F.C. will 
not wait for a default on preferred stock dividends before 
interesting itself in the banks into which it has bought. 
It has been announced that the Government agency is 
about to begin an investigation of the managements ot 
all banks in which it holds preferred stock, starting with 
the Continental Illinois Bank & Trust Co. of Chicago. In 
the case of this bank, the R.F.C. is reported to be prepared 
to select a new chairman of the board. 

With the banks thus fortified with new capital pro- 
vided by the Government, temporary insurance of 
deposits went into effect on January 1. Out of a total of 
14,057 banks operating on an unrestricted basis, 13,423 
have become members of the fund. Only 141 banks 
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which applied for membership were refused. Of the 
banks which did not apply, the majority are mutual 
savings banks which had protective associations of their 
own under the temporary plan now in effect. The 
Federal Deposit Insurance Corporation insures all bank 
deposits up to a limit of $2,500 per depositor. On this 
basis, it is officially stated, 97 per cent. of all depositors 
in the banks of the country eligible for insurance are 
covered. It is worth nothing that a survey among a 
dozen of the large New York City banks showed that in 
their case only 10 per cent. of their depositors were 
covered under the temporary plan. 

Bankers in general and New York City bankers in 
particular contrived at the end of December to bring 
down upon their heads a new wave of public odium. It 
will be recalled that the banks of the country under the 
auspices of the American Bankers Association drew up 
last autumn a code to govern their operations in 
accordance with the National Recovery Act. This code 
which was signed by the President on October 3 and 
became effective on October 16 provided among other 
things that the various regional clearing house associations 
and other banking associations should draw up rules of 
fair practice providing for uniform hours of operation, 
service charges and methods of operation within the 
areas that they served. A committee, known as the 
Banking Code Committee, and composed of fifteen 
bankers drawn from all sections of the country was formed 
by the American Bankers Association to supervise the 
drawing up of these regional codes. An official of the 
N.R.A. consulted with the Committee but left the work 
largely in the hands of the bankers. 

Ostensibly for the purpose of speeding up the 
preparation of codes the Banking Code Committee formu- 
lated a set of standard rules which it sent out to all 
groups and clearing house associations advising them that 
this master code had been approved by the National 
Recovery Administrator and instructing them to draw up 
their own codes in conformity with it and to put them 
into operation by the first of the year. It indicated that 
unless the various groups had prepared their own codes 
by January 1 the master code would be imposed upon 
them by the N.R.A. This master code started from the 
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basis that no banking service, without exception, should 
be rendered by any institution at a loss and went on from 
this premise to prescribe methods of computing service 
costs and for allocating them. 

Using the master code as their guide and no free service 
as their motto the banks of greater New York on 
December 28 made public an elaborate set of regulations 
for uniform service charges. The regulations not only 
provided for base service fees of at least $2 a month on 
accounts of $200 and under, but went on to impose a 
charge of 24 cents apiece for each “ item of activity” 
over a certain minimum allowance. Items of activity 
included checks, deposit slips, and each item entered 
upon a deposit slip. 

The protests which greeted the publication of this 
code brought from the N.R.A. headquarters a hasty 
repudiation of the whole affair. General Hugh S. 
Johnson, National Recovery Administrator, immediately 
suspended the effectiveness of all codes so far filed and 
summoned to Washington members of the Banking Code 
Committtee. No decision had been reached on the 
matter up to the end of the first week in January, but 
it was apparent that whatever progress the much abused 
bankers had made since last March in rehabilitating 
themselves in public esteem had been jeopardized. The 
bankers themselves hurriedly took refuge in the assertion 
that they had innocently acted in what they took to be 
accordance with the regulations of the N.R.A. and, 
disclaiming all responsibility, announced their willingness 
to do whatever General Johnson should require. 

One other old sore was reopened on December 27 
when the United States Government entered suit against 
the members of the New York Clearing House Association 
and its various officers to compel them to make good the 
losses sustained by depositors of the Harriman National 
Bank which the Clearing House had promised to protect 
but which it failed to assist following the bank holiday 
of last March. Legally, it appears as though the Govern- 
ment has a very poor case, for the Clearing House officials 
who made the promises of protection for the Harriman 
never had any authority for doing so. The suit, however, 
may easily destroy what little prestige the Clearing House 
has left. 
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French Banking 

By a Correspondent 
ROM a monetary point of view, the year 1933 
F ended in France under relatively satisfactory 
conditions. The fall of the Daladier and Sarraut 
Cabinets had resulted in a wave of distrust, and it had 
become difficult to renew the Treasury bills. Within a few 
weeks, their amount was reduced by 4 milliards, which the 
Treasury had to refund out of its own liquid resources. 
By the end of November the situation had become 
particularly critical. For fear that the Government 
might have to fall back upon the Bank of France, and 
thus cause inflation, a large amount of capital sought 
refuge abroad, mainly in London. This exodus of funds 
provoked a fall of the franc. In a month, the Bank of 
France lost gold to an amount of 4 milliard francs. This 
outflow of gold further aggravated the situation of the 
Treasury by reducing the amount of funds available in 
the market, and thus making it more difficult to place 
bills. In spite of the enormous gold stock of the bank, 

the danger of inflation was approaching. 

Fortunately, the Finance Minister, M. Georges Bonnet, 
remained unperturbed. As the money market was no 
longer able to provide the requirements of the Treasury, 
he appealed to the investors by issuing five-year bonds 
with a net yield of 5-7 per cent. This issue resulted in 
full success. Although it amounted to 1,475 millions 
only, this was sufficient for reconstituting the working 
capital of the Treasury and for enabling the Government 
to meet all end-of-year engagements. The danger of an 
inflation was thus removed. The success of this issue 
improved the atmosphere in France. The outflow of 
capital slowed down and finally ceased completely. The 
outflow of gold gradually diminished and eventually 
stopped. There was a slight improvement in the money 
market. All this followed the passing of the budgetary 
proposals introduced by the Government of M. Chau- 
temps. He was more fortunate than his predecessors 
who failed to overcome the Parliamentary difficulties. 
It must be admitted that the Chamber was this time more 
conciliatory than before. Disquieted by the adverse 
effects upon public opinion caused by the succession of 
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Cabinet crises, it was reluctant to repeat the same act 
for the third time. 

The financial proposals voted by Parliament covered 
only part of the deficit, which was officially estimated at 
54 milliards. According to the estimate of the Chamber 
Finance Committee, the new project is expected to provide 
some 44 milliards of new resources. In theory the deficit 
was reduced to 1 milliard francs. According to the 
Government’s statement, this will be covered when in 
March the budget for 1934 is passed. It seems, how- 
ever, that these estimates are too optimistic. In the 
first place, the new resources provided by the new 
measures will not amount to 44 milliards; it is more 
reasonable to estimate them at 34 milliards. In the 
second place, the deficit to be met was not 5% milliards, 
but at least 7 milliards. The rapporteur-general of the 
Senate Finance Committee stated that the Government’s 
estimate of the deficit was too low. Thus, the deficit 
outstanding is not 1 milliard, but 34 milliards. This will 
require a considerable additional effort. 

The passing of M. Chautemps’ projects nevertheless 
created a very good impression. Coming, as it did, after 
the success of the loan, it was followed by an easier 
tendency in the money market. It is true that the actual 
fall of money rates was moderate, but the end-of-year 
requirements of industry and commerce tended to 


counteract the decline. 
End of Endof End of 
Oct., Nov., Dec., 


1935 1933 1933 


8) 0 
0 / 
Market rate of discount .. 7" ‘4 1? 
Day to day money a i it 2 
Loans on Bons de la Défense Nationale : 
Market rate for 1 month - és 3 
Market rate for 3 months ind - 3 3h 
Rates of loans on securities : 
On the Parquet - wis Ki é It 
On the Coulisse = i a 44 5 


The market rate of discount remained unchanged at 
2% per cent., and the rate of loans on Bons de la Défense 
for three months rose from 3} per cent. to 37°, per cent. 
On the other hand, the rate of loans for one month 
declined from 3} per cent. to 34 per cent., and the rate of 
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call money fell from 24 per cent. to 1? per cent. On the 
whole, the changes were small. The improvement of the 
trend manifested itself mainly in the absence of a rise 
which would have been justified at the end of the year. 
This improvement was the result of a slight decline in 
hoarding. The monetary uncertainty and the risk of a 
rise in the Bank rate induced the banks to increase their 
cash resources. The provisional solution of the financial 
problem resulted in a reflux of capital to the market. 
The efflux of gold was followed at the end of the year 
by an influx. During the week ended December 1, the 
efflux was 450 millions; in the following weeks it declined 
to 293, 47, and 87 millions, respectively, while during 
the week ended December 29 there was an influx of 153 
millions. This increase of the gold reserve was the most 
obvious sign of the return of confidence. The influx was 
not due to imports, but to a decline of internal hoarding. 
The end-of-year requirements may have contributed 
towards this reversal of the trend, but the improvement 
of the outlook would in itself justify it. In spite of the 
influx, however, there was a net loss for the month. 
End of Endof End of 
Oct., Nov., Dec., 
1933 1933 1933 








(Millions of francs) 


ASSETS. 
Gold reserve ae ai on ‘5 81,032 77,822 77,098 
Foreign exchange reserve (total) ia 2,350 1,018 924 
Sight ‘ns ai bas ae a 1,285 38 15 
Time... ‘a - i ivi 1,071 g80 g09 
Discounts (total) .. ‘ ~ es 3,799 4,325 4,973 
Bills on France .. we e oe 3,500 4,203 4,739 
Bills on foreign countries 7 a 230 122 234 
Advances on bullion is re i 1,408 1,413 1,414 
Advances on securities .. pul a4 2,781 2,814 2,921 
Bonds on the Caisse Autonome .. 6 6,238 6,186 6,122 
LIABILITIES. 
Note circulation .. - bi oa 81,099 80,368 82,613 
Current and deposit accounts (total) .. 21,328 17,971 15,736 
Of which— 
Treasury - - bs sia 1,741 697 261 
Caisse Autonome aa — 7 2,286 2,259 2,061 
Private accounts a 7 ad 17,035 14,813 13,194 
Sundry .. <a 7 “ “5 266 202 220 
Total of sight liabilities .. a ar 102,426 98,339 98,349 


Percentage of gold cover zs is 79°11% 79°14% 78°39% 
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The decline in the Bank of France’s gold stock was 
much smaller in December than in November when it 
exceeded 3,200 million francs. There was last month a 
further decline of the foreign exchange reserve from 
1,018 millions to 924 millions. This was not due to sales 
of foreign exchanges, but to the repayment of a foreign 
credit. The end-of-year influences resulted in a consider- 
able increase in discounts from 4,325 millions to 4,973 
millions. This increase is perfectly normal, and since 
the turn of the year the amount of rediscounts has 
returned to its previous level. The same factor was 
responsible for an increase of advances on securities 
from 2,814 millions to 2,921 millions in December. 
Among liabilities, the note circulation increased from 
80,368 millions to 82,613 millions, owing to end-of-year 
requirements ; it was compensated by an almost equal 
decline of deposits and current accounts from 17,971 
to 15,736 millions. The total volume of sight liabilities 
hardly changed, as from 98,339 millions it only increased 
to 98,349 millions. The decline of the gold stock caused, 
however, a fall in the reserve ratio from 79-14 per cent. 
to 78-39 per cent. 

At the beginning of 1934 it is not superfluous to give 
a summary of the evolution of the monetary situation in 
France during the past year, and to indicate the prospects 
for 1934. The monetary situation in France was charac- 
terized in 1933 by a certain instability, as is shown by 
the curve of money rates and the fluctuation of the gold 
reserve. Until April, the money market was very firm; 
it was at this time that the crisis of the Treasury attained 
its climax. As M. Daladier found it difficult to raise the 
funds at home he concluded a credit of £30 millions with 
a British group. From May onwards the situation of the 
money market had improved. The passing of the budget 
for 1933 and the conclusion of the sterling credit mitigated 
the feeling of distrust. The improvement did not, how- 
ever, really begin to make itself felt until after the London 
Conference, when the firm stand of the French Govern- 
ment regarding the maintenance of the gold standard 
provoked an influx of capital to Paris. In July, August 
and September the money market was very easy. 

During the last quarter the situation became com- 
pletely reversed. The frequent Cabinet crises, the help- 
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lessness of Parliament gave rise to a fresh wave of distrust 
and brought about an efflux of gold and a revival of 
hoarding. There was a remarkable parallel between the 
gold movements and the fluctuation of the money rates. 
Between January and April, the Bank of France lost 
2,150 million francs of gold ; between May and September 
it gained 1,230 millions, and during the last quarter it 
lost 5 milliards. On balance there was a decline of 
6 milliards for the year. It is the first time since 1928 
that the gold reserve of the Bank of France has shown a 
decline. It is true that in 1932 total gold and foreign 
exchange holdings declined by 2 milliards, but the gold 
reserve itself increased by over 11 milliards through the 
repatriation of foreign exchange holdings in the form of 
gold. The decline of the gold reserve in 1933 was not 
due to any increase of the trade deficit, which remained 
more or less unchanged. Admittedly, tourist traffic in 
1933 was less than in 1932, and there was thus a decline 
of invisible exports, but the main cause of the efflux of 
gold was the efflux of capital. During the last quarter 
of 1933 large amounts of foreign funds have been with- 
drawn, and French capital was also exported to London. 
This exodus is indicated, not only by the bank returns, 
but also by the returns of the clearing banks, which show a 
decline of current accounts by 6} milliard francs during 
1933. This was largely due to the export of capital. 
The export of capital was the consequence of the 
financial crisis. The deterioration of the monetary 
situation had no economic causes but purely psycho- 
logical causes, namely, the lack of confidence and the 
fear of inflation. The French Government fully realized 
this. At the London Conference it took a firm stand 
against every kind of monetary manipulation. It took 
every opportunity to reassert its adherence to sound 
money. The Finance Minister intends to remain faithful 
to this policy. In order to eliminate the risk of inflation, 
he announced his intention of reducing in 1934 the 
amount of the Bons de la Défense Nationale—which was 
15 milliards in September, and is at present 11 milliards— 
to 5 milliards. He wants the Treasury to recover its 
independence, so that it should not be affected by the 
fluctuations of the money market. To that end, he 
obtained authority to issue loans in 1934 to an amount 
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of 10 milliard francs. Part of the amount will serve for 
the increase of the Treasury’s cash reserve, while some 
5 to 6 milliards will be used for the reduction of short- 
term Treasury bills. 

This scheme is very wise. The reduction of the 
floating debt is, indeed, a necessity, for it is the only 
way of restoring confidence in the franc. The result 
should be easier money conditions. It is left to be seen 
whether the project can be realized. The monetary 
outlook depends largely on the attitude of Parliament 
towards the budget. If it is possible to obtain a majority 
in favour of balancing the budget, the money market 
will be easier. If not, we have to reckon with renewed 
stringency, as each wave of distrust results in a fresh 
efflux of gold and a revival of hoarding. The problem is 
more of a psychological character than is generally 
realized. 


German Banking 
By a Correspondent 


HILE, until the autumn, the improvement in 

WV Germany’s economic situation had left the 
figures of the commercial banks unaffected, this 

factor became noticeable during the last few months. 
Both inland deposits and loans showed an increase, while 
the advance of acceptances was particularly noteworthy. 
The Reichsbank’s returns also disclosed an improvement. 
and, above all, the note circulation exceeded its figure 
of twelve months ago. This is all the more remarkable 
as in 1933 the hoarding of notes brought about by the 
crisis of 1931 gradually disappeared. The deposits of 
savings banks showed an increase, although the creation 
of new accounts was not substantial. There was not an 
increase of total wages corresponding to the increase of 
employment, for re-employment was carried out largely 
through the redistribution of employment over a larger 
number of workmen. Even the income arising from 
genuine new employment had to cover at the beginning 
the payments postponed during prolonged unemploy- 
ment. The creation of new savings was handicapped 
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also by the sacrifices made in favour of the unemployed 
by all classes of the population. 

“The increase of the deposits of commercial banks 
continued in November, and though the deposits of the 
five Berlin banks declined by 15 millions—against 
6 millions in October and 52 millions in September— 
this was due to the reduction of foreign deposits, esti- 
mated at 30 to 40 millions for November. Inland deposits 
continued to increase, especially those of provincial 
banks. During the twelve months ended November 30, 
the five Berlin banks lost over Km. 900 millions of outside 
resources. About one-third of the decline was, however, 
due to the depreciation of the dollar, and credit repay- 
ments were also to a great extent responsible for the 
decline. 

As is well known, blocked marks can be used for 
certain purposes, and in spite of the restrictions, in some 
circumstances it is possible to make capital repayments. 
Even after allowing for all this, there is still a marked 
decline of inland deposits. At first sight this appears 
to conflict with the improvement of trade. The explana- 
tion given in banking circles is that the increase of 
production is financed in the first place out of the bank 
deposits. This explains the decline of the loans granted 
by banks. If this explanation is correct, it is to be 
expected that after a while the funds withdrawn will 
return to the banks. This is what has actually been 
happening during the last few months. 

The savings banks continued to develop favourably 
in November. There was last year a net surplus of new 
deposits of some Rm. 330 millions, while in 1932 there 
was a decline of Rm. 630 millions, and in 1931 a decline 
of Rm. 1,400 millions. To the surplus of new deposits 
has to be added interest amounting to 380 millions, and 
another 140 millions arising from the revaluation of 
deposits depreciated during the inflation period. There 
was thus a total increase of 850 millions. This increase 
resulted in an important relief for the German credit 
system, for while savings banks were persistently 
borrowers after the crisis of 1931, they became once 
more able to lend last year. 

_ The most important symptom of trade revival is the 
increase of the note circulation. After having declined 
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persistently through the liquidation of hoardings, it 
exceeded in December for the first time the corresponding 
period for 1932; on Christmas Day the note circulation 
was Rm. 87 millions higher than last year, and on Decem- 
ber 31 it was 68 millions higher. 

At the end of the year the Reichsbank’s rediscounts 
were 371 millions above the corresponding figure of last 
year. It ought to be borne in mind, however, that in the 
course of the past year the composition of the rediscounts 
underwent some material changes. The amount of 
finance bills, taken over by the Reichsbank in 1931, 
declined considerably. In this respect it is characteristic 
that the liabilities of the Acceptbank, an emergency 
institution created in order to assist other banks, were 
only slightly over 500 millions at the end of 1933, against 
one milliard towards the middle of the year, and a high 
level of 1,600 millions in 1931. The influx of bills used 
for the financing of employment schemes has not so far 
been very heavy, although the Reichsbank is prepared 
to rediscount them at a fixed rate. The total of such 
bills issued so far is officially estimated at 1,100 millions, 
most of which are held by banking groups headed by 
various official banks. 

The open market policy of the Reichsbank made 
further progress. The purchases of bonds varied between 
10 and 20 millions per week. On January 15, 1931, the 
total holdings of the Reichsbank of securities, included 
in the note cover, amounted to 276 millions. Of this 
amount, 194°3 millions represent the taxation scrips 
taken over by the Reichsbank from a banking consortium, 
so that other securities purchased in the open market in 
two months amounted to about 81 millions. It is 
assumed that so far the purchases have been confined to 
Government securities. 

The authority given to the Reichsbank by the legisla- 
tion passed in 1933 enables it to extend its activities also 
in other directions. As loans on securities are now in- 
cluded in the note cover the stringent regulations con- 
cerning such loans have been relaxed, and the period for 
which such loans are granted has been extended. Never- 
theless, the possibilities in this direction are more limited 
than those of open market operations, for the interest 
rate charged on such loans is I per cent. above the bank 
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rate, so that banks will only make use of them for their 
end-of-month requirements. It is possible that the 
Reichsbank will thus replace its finance bills with securi- 
ties, which would be a favourable development. 

The effect of the open market policy has been 
accentuated by the purchases that usually take place for 
investment purposes after the turn of the year. The 
average yield of bonds in the Berlin Bourse declined to 
64 per cent., against nearly 8 per cent. in the middle of 
September, 1933. The 6 per cent. mortgage bonds, which 
are of great importance in the bond market, are nearly 
at par, so that the possibility of new issues and conver- 
sions is almost within reach. The average yield of the 
bonds of the Reich and the States is now 6 per cent. As 
a result, the first conversion operation has actually been 
decided upon. The 6 per cent. Loan of 1929 of the Reich, 
which expires on July, 1924, has been notified for repay- 
ment on maturity. The terms of the conversion offer 
have not yet been announced, as they depend on the 
conditions of the market. To test the market, 44 per 
cent. Treasury bonds are being issued at 98%, repayable 
on July 1, 1936. Thanks to the seasonal liquidity of the 
money market, there has been a good demand for these 
bonds. The easy conditions in the market continue, and 
the rate of Treasury bills has been reduced from 4% to 43 
for March 15, 1935, maturity, but although money rates 
declined after the end-of-year pressure, they are still 
above the bank rate. 

As unemployment relief schemes are financed largely 
through the issue of bills, no material decline is to be 
expected in this direction ; in fact, it is possible that money 
rates will rise further. In order to avoid this, it was 
proposed to finance in future the unemployment relief 
works through the creation of a special fund at the 
Reichsbank. This scheme is not likely to materialize, 
however, as it would increase the commitments of the 
Reichsbank, whose liability is confined at present to the 
compulsory rediscounting of the unemployment relief 
bills. In any case, the open market policy, which is 
managed carefully, will provide the Reichsbank ample 
ey for increasing the liquidity of the commercial 

anks. 

While the British banks publish their accounts at the 
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beginning of the year, the German banks publish theirs 
much later. Up to now only a provincial bank, the 
Vereinsbank of Hamburg, has announced the mainten- 
ance of its dividend at 5 per cent. for 1933. Among the 
big Berlin banks, the Berliner Handelsgesellschaft and 
the Reichskredit-Gesellschaft which raised their dividend 
last year from 4 to 5 per cent., will probably maintain 
their privileged position. The other big banks, however, 
have had to continue to write down losses occurred during 
the crisis. Their holdings of shares and bonds have, on 
the other hand, appreciated, so that they were thus ina 
position to create hidden reserves. The mortgage banks 
had a thoroughly inactive year. Their arrears of interest 
receivable must have increased, but they are able to 
shoulder this burden unaided. They will, therefore, be 
in a position to pay a dividend for 1933, but, in anticipa- 
tion of a reduction of interest rates, they may declare 
lower ones. 

The banking inquiry committee has not yet finished 
its work, but the publication of its final report is expected 
to take place before very long. 








International Banking Keview 


ITALY 

URING 1933, the gold stock of the Bank of Italy 
D advanced from 5,839 million lire to 7,091 million 

lire. At the same time, its foreign exchange 
holding declined from 1,304 millions to 305 millions. 
There was thus a small net increase of the note cover. 
On the other hand, the note circulation declined from 
13,672 million lire to 13,243 million lire, so that the 
reserve ratio increased slightly. Rediscounts declined 
from 5,249 million lire to 3,683 million lire, largely as a 
result of the liquidation of various transactions in support 
of the issue of public loans by Government-controlled 
institutions. The position of the Bank of Italy has 
strengthened considerably during the past year. There 
was no need for granting any fresh assistance, while 
good progress has been made towards the clearing up of 
commitments arising from earlier difficulties. 
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The issue of 4 per cent. Treasury bonds met with 
favourable response, the total subscriptions amounting 
to over 8 milliards instead of the 7 milliards anticipated. 
Of the proceeds of the loan, 2,915 millions will be used 
for the repayment of 5 per cent. Treasury bonds falling 
due in May and November, 1934. 


SWEDEN 

The Ministry of Commerce has introduced a Bill 
providing for the establishment of compulsory clearing 
arrangements. It is stated that the projected law is not 
directed against any particular country, but merely gives 
the Government power to apply it if and when required 
in the interest of Sweden. A special clearing institute 
will be established to receive payments from importers 
from the countries to which the new arrangement will be 
applied. The law will expire on July I, 1935. It is 
stated that it is not connected with the protest of the 
Swedish Government against the German transfer mora- 
torium. 

DENMARK 

The Danish National Bank issued an appeal to 
Danish banks to adopt a cautious policy in regard to the 
dividend for the past year. This is considered necessary 
owing to the uncertainty of the economic outlook, and 
also from the point of view of facilitating an all-round 
reduction of interest rates which would be difficult so 
long as the leading banks pay a relatively high dividend. 


HOLLAND 


The Committee of Dutch East Indian sterling bond- 
holders brought an action against the Government 
claiming payment in gold. The Government rejected the 
plea that the words “ pound sterling ’’ could be considered 
as meaning gold. There had never been a special gold 
clause, and the bondholders had to bear the risk of the 
depreciation of sterling. The hearing of the action, which 
is being followed with great interest in banking circles, 
has been adjourned till February. 


AUSTRIA 


_ Herr Fritz Ehrenfest, a former director of the ster- 
teichische Creditanstalt and the Amstelbank, recently 
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sued the bank for his pension, which was retained pending 
legal action against him. The Vienna Commercial Law 
Court has now delivered judgment in favour of Herr 
Ehrenfest, and the bank has to pay him a minimum 
pension of 4,800 schillings. In the judgment it is stated 
that Herr Ehrenfest’s claim became valid on June 27, 
1931, under an agreement by which the bank undertook 
to retain only the amount in excess of 4,800 schillings 
in settlement of its claim against Herr Ehrenfest. 


HUNGARY 

Negotiations between the foreign creditors of Hungary 
under the Standstill Agreement and the Hungarian 
debtors do not seem to be making good progress. The 
Hungarian authorities are against authorizing any further 
transfer of capital repayment, while the interest rate is 
also subject to much discussion. The creditors want to 
fix the interest rate at 4 per cent., but the debtors consider 
this too high. As on the occasion of the renewal of the 
Hungarian Treasury bills a rate of 24 per cent. was 
agreed upon, it is maintained that the rate of interest on 
standstill debts should be in the vicinity of this rate. 


CZECHOSLOVAKIA 


The former Czechoslovak Finance Minister, Dr. Englis, 
elaborated a project for the stimulation of exports by 
monetary arrangements. He proposes that exporters 
should be paid by the National Bank a premium of 20 per 
cent. on the foreign currencies they surrender, and that 
importers applying for the allotment of foreign currencies 
should be charged accordingly a higher rate. The scheme 
is opposed by the National Bank and by private banking 
interests, as it would amount to a 20 per cent. devalua- 
tion of the currency. The views of the Government are 
divided ; the Finance Minister is said to be in favour of the 
scheme, but the majority of the Cabinet is against it. 
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Banking Reviews 


English Reviews. 


N article which none of our readers can afford to 
A miss appears in the January issue of LLoyps BANK 
review, and is entitled ‘‘ The Financial Press.’ 
It is written by Mr. O. R. Hobson, Editor-in-Chief of the 
Financial News, and commences by giving a concise and 
intensely interesting sketch of the rapid development of 
financial journalism during the past thirty years. This 
introduction, however, is of less importance than the 
subsequent comments of the writer upon some of the 
present problems and difficulties that beset the financial 
editor. On the one hand, he must study his readers and 
“the public undoubtedly demands that the financial 
Press shall give it advice upon investment and specula- 
tion,’ but certain papers have sometimes found the 
temptation to ill-considered “ tipping’ hard to resist. 
On the other hand, the editor must consider his adver- 
tisers, who largely pay for the increased size of the papers, 
necessitated by the demand of the reading public for full 
reports of stock exchange prices and money market 
intelligence. Adverse criticism of prospectuses of new 
issues, or of the reports of company meetings, may 
involve the future withholding of advertisements from 
that paper, and the loss of valuable revenue. ‘‘ Many 
advertisers, including many of the largest joint-stock 
institutions, take a large-minded attitude and are slow 
to take umbrage at criticism, even if they consider it to 
be ill-founded.”’ But the fact remains that the sale of 
financial advertising space to some extent restricts 
freedom of criticism. Moreover, freedom of criticism is 
further restricted by fear of the law of libel. Our readers, 
therefore, when studying editorial comment upon new 
issues or the reports of company meetings, should bear 
in mind that the criticism is not so free as it might be, 
were the editor less dependent upon the goodwill of his 
advertisers. 

The student who is preparing for an examination in 
banking or financial economics should make a point of 
reading an article on ‘‘ The Gold Standard” which 
appears in the same journal. We have never read a 
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clearer description of the gold standard and of the con- 
ditions necessary for its successful operation in the 
future, and many who have passed the “ student ”’ stage 
will find it an admirable synopsis of the knowledge which 
they already possess. 

An excellent article on ‘Gold Hoarding and Dis- 
hoarding,’’ which may be read as a sequel to the article 
mentioned above, appears in the December-January 
issue of the MIDLAND BANK review. The gist of the 
article is that “ the stability of a currency depends far 
more on confidence than on any practically available 
metallic backing.’’ The writer compares the absence of 
gold hoarding in this country by British nationals with 
the large amount of hoarding which has taken place in 
the United States, where the gold reserves are enormous, 
but confidence is lacking. He considers that it is still 
more curious that people in countries still on the gold 
standard should have accumulated (or hoarded) large 
gold stocks in London—in a country off gold. Summing 
up, he draws attention to the increase in the output of 
gold, both quantitatively and in value, and he believes 
that should a general return to gold take place the 
present hoards would be unloaded into the vaults of 
central banks, and, failing special measures, some inflation 
may be brought about. “ If such inflation were to take 
place it would provide the crowning irony of the gold 
standard misbehaving by over-exuberance immediately 
on its reappearance after banishment for inefficiency and 
malingering.”’ 

Some interesting notes on “ The Difficulties of the 
Tramp Shipping Industry ” appear in the January issue 
of BARCLAYS BANK review, and are based upon the report 
of the Special Committee of the Chamber of Shipping 
appointed in October last to investigate the position of 
tramp shipping. Pending an increase in the cargoes 
available, which is the only permanent remedy for the 
present distress of the industry, various palliatives, such 
as subsidies are suggested, but the writer stresses the 
point that the precise means of affording relief will 
require very careful consideration, in order to avoid 
further retaliation or discrimination by other countries. 

The WESTMINSTER BANK review for December has an 
informative article dealing with ‘‘ Raw Materials in 









BANKING REVIEWS 151 


Depression and in Recovery.’’ The writer suggests that 
the higher values for raw materials that have been 
achieved in 1933 “are maintained only by continued 
restriction of outputs to levels so far below capacities as 
seriously to inflate overhead costs.’’ This, he proceeds 
to point out, does not apply to agricultural raw materials, 
the production of which fell by only ro per cent. between 
1921 and 1930; whereas the production of industrial 
raw materials fell by about 30 per cent. during the same 
period. Apart from limitation of output, he attributes 
the rise of prices in 1933 to increased demand which has 
been stimulated by an expansion in consumption and by 
speculative purchasing in anticipation of high prices. 
“To a considerable extent, all the raw materials have 
been influenced by conditions in America.’’ The article 
concludes with an analysis of the present position of the 
following raw materials : pig iron, copper, tin, crude oil, 
cotton, wool and rubber. 


Foreign Reviews. 

Our notes this month are concerned with reviews from 
North America. Most of the European banking reviews 
for end-December and January deal with the working 
and statistics of the past year. An interesting section 
of the Monthly Letter of the RoyAL BANK OF CANADA is 
entitled, ‘‘ Wheat,’’ and is distinctly encouraging for the 
producer. The domestic requirements of the United 
States will not be met from last year’s harvest and stocks 
will have to be drawn on. Australia’s harvest has fallen 
from 210 million bushels to 165 million bushels or less. 
Stocks are low and it would appear that Australia will 
not be able to ship the full amount of her quota. France, 
Italy and the Danube countries have produced enough 
to cover their requirements and may have a small quan- 
tity for export. The Argentine’s harvest was up to 
average and she will ship her full quota amount. Canada’s 
harvest was smaller than usual and the writer states 
that it looks as though Canada will have to draw on her 
stocks to be able to ship up to her quota and then the 
carry-over for 1934 will be considerably reduced. 

The Index for December, 1933, published by the 
NEw York Trust Co., contains an important article 
entitled “ Decline in International Trade. Growing 
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Spirit of National Self-Sufficiency Retards World Com- 
merce.” The writer declares that economic self-suff- 
ciency is impracticable for the United States. “ This 
country, as well as all other countries, must consider itself 
as a part of a world-wide organization in which the 
welfare of each unit is unseparably linked to that of all 
others.”” He deals in some detail with the effect of 
tariffs on foreign trade, not only of the United States, 
but also of other countries, and he makes a very good 
plea and argument for freer trade between the nations. 
We should like to hear that this article had been 
thoroughly digested by protectionist-minded politicians 
throughout the world, as we feel that the continuance 
of the present depression has been partially due to their 
misdirected eftorts. 

We have received this month one of the excellent 
Bulletins published by the CHASE NATIONAL BANK. The 
title of the essay by Benjamin M. Anderson, Jr., Ph.D., 
is “‘On the Practical Impossibility of a Commodity 
Dollar.’ Dr. Anderson endeavours to show that it is 
impossible to bring about a stated rise or fall in prices 
mathematically in the same proportion as the currency 
is manipulated. Referring to the United States, he says 
that : “ Prices in this country following our abandonment 
of the gold standard and our progressive debasement of 
the dollar have not moved in the manner indicated by 
the devaluationist theory.” For example, he says, 
‘“‘ Between the dates of July 29 and November 25 the 
gold value of the dollar showed a decline of 14-3 per cent. 
Wholesale commodity prices during the same period, 
according to the Department of Labour, increased 2:6 
per cent., whereas an increase proportionate to the 
decline in the dollar would have been 16-7 per cent.”’ 

Dr. Anderson therefore considers that the present 
policy of the United States Government is not achieving 
its object. There is too much uncertainty about the 
business which gives great opportunities to speculators, 
and he fears that they may wreck the whole scheme. He 
considers that a debased dollar possessing a definite and 
fixed gold content would, by renewing confidence and 
banishing uncertainty, bring about a substantial rise in 
commodity prices. 

The GUARANTY SuRVEY for December covers much 
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the same ground as Dr. Anderson’s essay. The writer 
states that it appears to be the Administration’s intention 
to attempt to achieve permanent control over the pur- 
chasing power of the dollar by some sort of permanent 
and systematic manipulation of the gold content of the 
dollar. This is what the long-term policy of the United 
States Government appears to be after the present policy 
of gold purchasing has raised prices to a certain definite 
level. The current policy is not to stabilize prices, but to 
raise them. The writer in the SURVEY feels, however, 
that some system of price stability should be achieved 
within the framework of the gold standard rather than 
on some doubtful system of mathematical and mechanical 
currency manipulation. 


Books 


NATIONAL PROVINCIAL BANK, 1833-1933. Published by 
the Bank. 


From the National Provincial Bank we have received 
a volume, bearing the same title as the Bank, published 
in celebration of its centenary. In the limited space at 
our disposal it is difficult to decide whether to concentrate 
on the format or the matter of the book. Both are as 
near perfection as one would hope for and together they 
make a fitting memorial to the occasion. Beautifully 
printed on one side only of excellent paper and admirably 
bound in half cloth and vellum it is a production of which 
any printer may well be proud. While the fact that 
Mr. Hartley Withers, whose financial and economic works 
have long been a boon to the expert and a blessing to 
the ever-growing numbers anxious to obtain an insight 
into these subjects, is responsible for the letter-press, is 
tantamount to asking how could it well be better. 

Mr. Withers traces the story of the National 
Provincial Bank from its creation, with a few branches 
scattered in the country more than 65 miles from the 
City and controlled from a central office in London, 
which was not able to perform the functions of a bank, to 
the present huge concern with its connections throughout 
the world. And a very interesting story it is too, for it 
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may truly be said that the history of the National] 
Provincial Bank with all its many amalgamations and 
absorptions, from Coutts to a host of smaller private 
concerns, is the history of British joint-stock banking, 
Anyone, therefore, who is fortunate enough to secure a 
copy of this work may well congratulate himself on 
making a useful, ornamental and most interesting addition 
to his library. 











RECONSTRUCTION. A PLEA FOR A NATIONAL POoLicy. 
By HarotpD MAcMILLAN. (London, 1933: 
Macmillan & Co. 3s. 6d. net.) 

Mr. MACMILLAN strikes a happy medium between 
those economic fatalists who believe in allowing nature 
to take its course, and the advocates of Utopian reforms, 

le states the case for economic planning with common 
sense and moderation that cannot help appealing to the 
open-minded. His book is a warning to those who believe 
that, because there are signs of improvement in trade, 
there is no need for us to do anything to work out our 
own salvation. He argues convincingly that economic 
planning is possible without any fundamental change in 
our political system. The book should be read by every- 
body who wants to keep pace with current developments 
which unquestionably point towards the adoption of an 
increasing degree of planning. 




















THE Book OF THE STOCK EXCHANGE. By F. E. 
ARMSTRONG. (London, 1934: Sir Isaac Pitman 
& Sons. 10s. 6d. net.) 


ALTHOUGH the number of books dealing with the Stock 
I-xchange is immense, Mr. Armstrong’s book requires no 
apology. It combines, to an unusual degree, practical 
knowledge with a sound theoretical background. The 
book contains also a ‘“‘ Glossary of Stock Exchange 
Phraseology ” which should be of great assistance to the 
man in the street bewildered by the technical expressions 
he comes across in the course of his occasional dealing in 


stocks and shares. 















BOOKS 155 


PROFITS AND POLITICS IN THE PosT WAR Wor LD. By 
R. D. CHARQuES and A. H. Ewen. (London, 
1934: Victor Gollancz, Ltd. 5s. net.) 

THE thesis of the authors is that financial interests 
have influenced to a very high degree political develop- 
ments since the war. They attribute to the magnates of 
finance immense influence and diabolical skill, which 
might be taken as a compliment by some and as an 
insult by others. As the points raised by this book are 
likely to remain the subject of heated controversy it is 
to the interest of bankers to make themselves acquainted 


with them. Although obviously prejudiced, the book is 


well above the majority 


tendency. 


PRINCIPLES OF BANK BOOKKEEPING. 


of publications of similar 


3y HERBERT G. 


HoppER. (London, 1934: Sir Isaac Pitman & 


Sons. 5s. net.) 


LASTING PROSPERITY. 


Second Edition, revised and 


enlarged. By A. G. McGREGoR. (London, 1934: 
Sir Isaac Pitman & Sons. 7s. 6d.) 





NOW READY 


INCOME TAX 
UP TO DATE 


1933-34 
PRICE NINEPENCE 


Rules and Regulations for the 
Current Income Tax Year. 


Including a Synopsis of the 


Land Value Tax 
By H. J. GULLY, F.C.A. 


On sale at Railway Bookstalls and Newsagents 

or direct from the Publisher, ‘“‘ THE 

FINANCIAL NEWS,” 20 Bishopsgate, 
London, E.C.2 


PRICE NINEPENCE, POST FREE. 





PITMAN BOOKS 
for Bankers 


THE BOOK OF THE STOCK 
EXCHANGE By F. E. Armstrong 


of the Stock Exchange, London, Lecturer 
on ‘Stock Exchange Law and Practice"’ 
to the City of London College. 
An eagerly awaited book, just published. An 
exhaustive reference work and guide to every 
detail of the business of the Stock Exchange and 
its members. 
“There is little doubt that Mr. Armstrong’s book 
will become a standard work on the subject.” 
—THE TIMES 414 pages. 10/6 net. 


ORGANISATION & MANAGE- 
MENT OF A BRANCH BANK 


By Francis J. Lewcock, Cert. A.I.B., etc. 
Of the greatest practical interest to every member 
of the staff of a branch bank. A complete survey of 
the organisation and administrative methods, the 
routine and the duties of the various officials. 

144 pages. 5/- net. 


SECURITIES CLERK IN A 
BRANCH BANK 


By Francis J. Lewcock, Cert. A.I.B., ete. 
The subject is dealt with from the practical point of 
view and valuable advice is given on the best way 
of dealing with the numerous difficulties which 
arise. 228 pages. 7/6 net. 


Parker Street, Kingsway, London, W.C.2 
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Bank Meeting 
BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 





THE YEAR’S RESULTS 





C. GOODENOUGH’S 


HE Eighth Ordinary General Meeting of the 

shareholders of Barclays Bank (Dominion, 

Colonial and Overseas) was held on Thursday, 
January 18, at Southern House, Cannon Street, 
London, E.C. 

Mr. Frederick C. 
chairman, said: 

Turning to the balance sheet I would mention 
at the outset that in comparing the figures for the 
year ended September 30, 1933, with those for 
the previous year it should be remembered that 
the Union of South Africa abandoned the gold 
standard in December, 1932, from which time 
the former premium in the South African pound 
over sterling has disappeared. The various items 
in our accounts which relate to South Africa 
are accordingly reduced to parity in terms of 
sterling. 

Notwithstanding the lower sterling value for 
the South African figures, the total, as shown in 
the balance sheet for the year, stands at the in- 
creased amount of £85,225,000, as compared with 
a total of £82,535,000 at September 30, 1932. 

On the liabilities side of the accounts our 
current, deposit, and other accounts amount to 
£74,500,000, which compares with {71,600,000 
for the previous year. This is an increase on 
balance of approximately £3,000,000, after allow- 
ing for a reduction owing to the South African 
balances now being taken at a lower figure as 
the result of South Africa going off gold. In the 
main, however, the increase is evidence of the 
extent to which funds have been accumulated 
with the bank and are awaiting a favourable out- 
let. The increased balances also reflect, in some 
measure, the return of money to the Union, after 
South Africa had left the gold standard. 

“Notes in circulation’’ show little change 
as compared with last year, while ‘“ Acceptances 
and other liabilities on account of customers,” at 
£3,342,000, are lower by £200,000. The capital 
and the reserve fund of the bank remain unchanged 
at £4,975,500 and {1,650,000 respectively. 


Goodenough, D.C.L., the 


INCREASE IN LIQUID RESOURCES 


On the assets side of the balance sheet, as was 
to be expected in view of the curtailment in the 
opportunities for the employment of funds, there 
has been an increase in our liquid resources. 
‘Cash in hand, &c.,’"’ amounts to £15,698,000, 
and shows an increase of £1,200,000 as compared 
with last year. ‘‘ Money at call and short notice,” 
at £1,625,000, is lower on the year by £200,000, 
while ‘‘ Remittances in transit,’”’ at £2,168,000, 
show an increase of £800,000. ‘“* Bills discounted,” 
at £10,800,000, are lower by £1,900,000 than for 
the previous year, and, to some extent, this de- 
crease reflects the lower values of commodities 
financed in this way. 

Our investments, the bulk of which consists of 


REVIEW 


short-dated Gilt-edged securities, are taken into 
the accounts at below market price. Our holdings 
represent a considerable increase compared with 
last year, as was inevitable in the circumstances 
which I have mentioned. The totalin the balance 
sheet is £27,000,000, compared with £18,000,000 
for last year. 
PROFIT AND LOSS ACCOUNT 

The net profit for the year ended September 30 
1933, after making full provision for bad and 
doubtful debts, amounts to the sum of £371,548 
148. 6d., to which has to be added the sum of 
£215,884 12s. 5d., brought forward from the 
previous year, making a total of £587,433 6s. 11d, 
to be dealt with. The amount of the net profit 
is approximately the same as for the previous 
year. I reminded the shareholders last year that, 
should there be no improvement in the conditions 
for trade and industry, money must continue to 
be employed at very low rates, and that the 
lower prices of commodities must be again 
reflected in reduced earnings by the bank. These 
unfavourable conditions have unfortunately 
continued, commodity prices having, in some 
cases, fallen even lower during the year under 
review, but, fortunately, we have been able to 
make up for the reduced earnings under these 
headings in other ways, so that our net results for 
the year have not suffered. 

Out of the profits for the year we have 
appropriated {£50,000 towards provision for 
income tax, and {£100,000 towards contingency 
account. Interim dividends at the rate of 8 per 
cent. per annum on the Cumulative Preference 
shares and at the rate of 44 per cent. per annum 
on the “A” and ‘*‘ B”’ shares, less income tax in 
each case at 4s. 5d. in the £, were paid in July 
last. We now recommend the payment of final 
dividends at the rate of 8 per cent. per annum on 
the Cumulative Preference shares, and at the rate 
of 5 per cent. per annum on the “ A” and “B” 
shares, less income tax in each case at 4s. 2d. in 
the £. The dividend for the year, therefore, on 
the ‘‘A’”’ and “ B” shares is at the rate of 4} per 
cent., which is the same as for last year. 

After making these appropriations, there 
remains a balance of £216,476 to be carried 
forward, which is slightly more than the amount 
brought in from the previous year. 

The directors desire to place on record their 
appreciation of the unfailing assistance which 
they have received throughout the year from the 
London Committee and from the local boards of 
the bank established overseas—namely, the 
South African Board in Pretoria, the Cape Local 
Board, the Rhodesian Committee, and the 
Egyptian Local Board in Alexandria. 

The report and accounts were unanimously 
adopted. 
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Bank Meeting 


BARCLAYS BANK LIMITED 


MONETARY 


CONDITIONS 


SITUATION IN THE UNITED STATES 


MR. F. 


holders of Barclays Bank Limited was held 
on Thursday, January 18, at Southern House, 
Cannon Street, London, E.C. 

Mr. Frederick Craufurd Goodenough, D.C.L. 
(Chairman), said that the net profit for the year, 
after making full provision for all bad and doubtful 
debts not already provided for, as well as for other 
contingencies, amounted to £1,604,679, to which 
had to be added £577,761 brought forward from 
the previous year, making together a total of 
{2,182,440. The profit for the year showed a small 
increase aS compared with the previous year. 
There had been practically no improvement during 
the year in Money Market conditions, and there 
had been little demand by customers for fresh 
loans. In fact, a further reduction had taken place 
in the total of loans granted. The percentage of 
advances to customers to the total of deposit and 
current accounts had declined to the exceptionally 
low ratio of 39-3 per cent., compared with 40-11 
per cent. on December 31, 1932, and 51°32 per 
cent. at the end of the year 1931. 


Tit Ordinary General Meeting of the Share- 


CONVERSION OPERATIONS 

The easy money conditions which had existed for 
the greater part of the last two years, and which, to 
some extent, had been artificial, had given favour- 
able opportunities for conversion to lower rates of 
interest of many old outstanding loans, and for 
issues of fresh capital. These opportunities had 
been taken advantage of on a large scale by the 
British Dominions, India and by many of the 
British County and Municipal Authorities. The 
result had been greatly to improve the financial 
position of these borrowers and to help materially 
in the general progress of recovery. The budgetary 
position of the British Government had benefited 
very substantially by the various Conversion 
operations and by the exceptionally low rates at 
which the Floating Debt had been financed. He 
pointed out that, in the case of the conversion 
operations, these advantages had been secured 
vr at the expense of investors, whose incomes 
‘rom investments had consequently been reduced. 
The hope was, therefore, not unreasonably 
entertained in many quarters, that some relief, 
through a reduction of Income Tax, might not be 
far distant. In the Bank’s case, besides paying 


Income Tax on profits in the ordinary way, it also 
Paid the greater part of the Income Tax upon the 
salaries and pensions of the members of the Staff 
which amounted to a very large sum. 


C. GDODENOUGH’S SPEECH 


Having regard to the present somewhat more 
favourable outlook, and to the fact that they were 
able to feel that quiet and steady progress should 
be possible in the adjustment of conditions to meet 
the present economic difficulties, as well as to the 
sound and strong position of the Bank, both in the 
matter of liquidity and reserves, the Directors had 
decided to recommend to the shareholders the 
payment of dividends at the same rates as for the 
year 1932. 


UNITED STATES SITUATION 


After referring to international conditions 
generally, and alluding in particular to the 
position in Germany and France, as well as to the 
failure of the World Economic Conference, the 
Chairman turned to the situation in the United 
States. 

The financial crisis there, which was imminent a 
year ago, developed with great rapidity. Its shock 
had been terrific, and its consequences in the future 
would have a far-reaching effect. The immediate 
cost of the crisis could not be exactly calculated. 
Quite apart from the individual losses, which had 
been enormous, there remained the financial cost 
to the country as a whole, arising out of the steps 
which it was considered necessary to take, in the 
interests of the country, to avoid a catastrophe. 
Some indication of the cost would be apparent 
from the very serious deficit estimated to amount 
to $9,000 million on the Federal Budget for the two 
years ended June 1935. This deficit, it was anti- 
cipated, would have to be met by loans. The loans 
would increase the gross Federal Debt to about 
$32,000 million, which compared with about 
$22,500 million in June 1933, and $17,000 million 
in June 1929, and would add considerably to the 
sum which would have to be raised by taxation for 
the service of the Debt. 


DEVALUATION OF THE DOLLAR 


The President had not yet disclosed how all these 
loans were to be raised. It had also not yet been 
indicated by what precise measures the available 
volume of credit was to be expanded for such large 
operations as would be necessary, but the proposal 
to devalue the dollar by between 40 per cent. and 
50 per cent. and to take possession of all the 
monetary gold in the country would facilitate 
currency and credit expansion and the raising of 
the requisite loans. In addition, the Government 
would secure a large profit through acquiring the 
gold at the former parity and utilizing it at the new 
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one. Out of this profit it was proposed to establish 
a fund of $2,000 million, which, according to the 
President, was to be used “‘ for such purchases and 
sales of gold, foreign exchange, and Government 
securities as regulation of the currency, mainten- 
ance of the credit of the Government, and the 
general welfare of the United States may require.” 
It might be assumed that with the devaluation of 
the dollar, prices and wages in the United States 
would ultimately adjust themselves to a higher 
level, but this might prove a somewhat lengthy 
operation in the case of a country like America, 
whose overseas trade formed a relatively small 
proportion of the whole. It must be remembered 
that there was no automatic relationship between 
the value of gold and the value of commodities, 
and should the internal purchasing power of the 
dollar remain in excess of its exchange value for a 
long period, there might be serious repercussions 
upon world prices and international trade. In May 
last, the Government of the United States obtained 
powers to inflate the currency. These powers were 
no doubt precautionary, for use only in case of need 
in order to meet an emergency such as might easily 
have arisen. The exercise of them had not proved 
necessary, and it might be confidently felt that any 
risk of serious catastrophe arising out of the recent 
crisis had been successfully averted by the Presi- 
dent, upon whose shoulders had fallen the respon- 
sibility of dealing with a situation of unparalleled 
difficulty. 


“COMMODITY DOLLAR” 


Notwithstanding the declaration in the Presi- 
dent’s announcement to Congress of the monetary 
policy to be pursued by the United States, there 
still remained many important points of doubt as 
to his intentions, more especially in that portion of 
his message which stated that ‘‘ because of the 
world uncertainties I do not believe that it is 
desirable in the public interest that the exact value 
of the dollar should be now fixed.” In this con- 
nection it was necessary to recall his previous 
statement indicating that the United States was 
aiming at the establishment of some form of 
commodity dollar which would presumably be 
regulated in value either by constantly altering its 
equivalent gold content or by manipulating the 
volume of outstanding currency and credit, or by 
some combination of both. It should be remem- 
bered that, although there had been occasions in the 
past when the introduction of some such system 
had been advocated, it had never been actually put 
into operation, while the various attempts to 
manage a currency which had become unlinked to 
gold had always been abandoned sooner or later 
and superseded by a return to some form of Gold 
Standard. A ‘‘ commodity dollar ’’ system, as he 
understood it, would be based upon an index num- 
ber of commodities. This would involve a much 
greater degree of management than the Gold 
Standard. The practical difficulties in the way of 
a scheme of this kind were appreciated many years 
ago when such schemes had been suggested and 
put aside. 


PRACTICAL DIFFICULTIES 


In the first place, it would be necessary to agree 
upon the compilation of an index number of com- 


modity prices. In any particular country 
however, conditions might vary and often very 
widely, and it would be a matter of great difficult. 
to construct an index which would operate fairly 
between all sections of the community in that 
country. In addition, if the system were to work 
efficiently, so that international trade might be 
maintained, it would need to include most of the 
principal countries of the world. The compilation 
of one index number acceptable to all the countries 
concerned presented problems which seemed 
almost insuperable. On the other hand, if, as was 
most probable, each country were to construct its 
own index, it was hard to see how it would be 
possible to avoid a considerable element of ex- 
change instability, and this eventuality would 
have a harmful effect upon international trade, 
Another important consideration was that the 
absence of a fixed metallic basis for the currency, 
such as there was with the Gold Standard, might 
lead to a world war of currency depreciation and 
exchange competition in the hope of gaining an 
advantage, even though it were only temporary, in 
export business. Again, as has been frequently 
pointed out by the advocates of the scheme, it 
would not be sufficient to institute remedial action 
after prices had moved, but the object should be to 
forecast the future, so that the necessary steps 
could be taken in advance to prevent price 
fluctuations of a disturbing nature. This would 
place further heavy responsibilities upon the 
Currency Authorities and their action would 
doubtless be subject to criticism from parties who 
might feel that their legitimate interests were being 
jeopardized by the policy pursued. Such a position 
might frequently occur when the necessity arose 
for applying a check to an incipient boom. The 
whole method of control necessary under anyscheme 
for a ‘‘ commodity dollar ’’ would be so artificial as 
to make it unacceptable to the world at large. 


STEADY IMPROVEMENT AT HOME 


Turning once more to our own country, a great 
amount of steady improvement had been made 
during the past year, and there was good hope for 
the future. It must be kept constantly in mind 
that improvement could only be slow, because of 
the difficulties of other nations which tended to 
delay that universal progress without which the 
damage done by the war, and the many subsequent 
mistakes in policy, could not be repaired. There 
was no justification whatever for a boom, which 
would do great harm and give the country a real 
set-back. In the meantime, it was a matter for 
congratulation that we were upon a sound financial 
basis, and that largely owing to the wisdom of the 
Chancellor of the Exchequer, the wild and unsound 
schemes proposed for currency and credit manipu- 
lation designed to secure a quick return to 
prosperity, had been disposed of. We should 
realize that only by constant, patient and faithful 
adherence to sound principles could the credit of 
the country be maintained at its present high level 
in the eyes of the world, and that by these means 
alone could we hope to lead the world to eventual 
recovery. (Applause.) 


The report and accounts were adopted and other 
formal business transacted. 








159 





ntry, 
very Bank Meeting 
culty erential tie 
fairly 
ocr MARTINS BANK LIMITED 
ht be a re a el 
— HIGHER PROFITS AND RESERVES. 
ation 
ntries ee ee 
emed NORTHERN INDUSTRIAL REVIVAL. 
S Was 
ct its 
ld be DOLLAR DEFLATION. 
f ex- 
vould 
rade, BRITAIN’S SOUND RECOVERY POLICY. 
t the ci taanaiitin 
ency, 
night HE one hundred and third annual being maintained in a strong and liquid posi- 
1 and T meeting of shareholders of Martins tion. Profits, however, could not expand 
ng an Bank Limited was held in the board- materially until there was a general trade 
ry, in room at the company’s head office at Liver- revival, with attendant demand for banking 
ently 1, on Tuesday, January 23. accommodation—a fact which demonstrated 
he, it The Rt. Hon. Lord Colwyn, P.C., one of clearly that banks suffered with bad trade 
coon the Deputy Chairmen, presided in the ab- equally with their customers. 
be to sence through indisposition of the Chairman, 
oo 2 Mr. Alex. Allan Paton, C.B. In proposing the = COUNTRY’S SOUND PROGRESSION. 
ice i e Report and Accounts he rea ao ; 
vould oe eentpieetio by Mr. Paton, which said While during the past year the country had 
the changes in the Directorate and Management suffered some shocks and disappointments, 
vould of the bank during the past year included the towards the ane of 1933 there were signs se 
Who election of Sir Austen Chamberlain, K.G., distinct smprovement. This improvement ha 
being PC,, M.P., to the London Board, and Sir come about not by any spectacular move- 
sition William Clare Lees, O.B.E., to the Manchester ment, or by resorting to unusual methods such 
arose Board, and the appointment of Mr. J. M. as were being tried elsewhere, but on sound, 
The Furniss to the position of General Manager. normal lines, and in many instances by a dis- 
— Mr. Furniss, who had spent the whole of his a to work together for the common 
sae career with the bank, had held many positions 8900. | —" 
of responsibility, including that of District ; But in estimating the extent of this advance 
General Manager of the North-Eastern area. and its probable on a meee account 
For six years prior to his appointment he was should be taken of the various forces contend- 
E Assistant General Manager. Mr. Furnisshad (28 10 the political and economic — 
great also been elected to a seat on the London There a still two and a —. mil a 
ial Board, unemployed, and no considerable revival o 
re industrial investment. _ But some signs of 
ws r BANK’S STRONG POSITION. betterment were to be discerned. This would 
eg , . be gathered from a survey of the nation’s vital 
se of The year had been a trying one, the con- eenden : 
ed to tinued absence of demand for advances, and ae 
» the the low rate obtainable on Treasury bills and papas —— — i ™ 
quent money at short notice, making profitable LANCASHIRE’S BETTER OUTLOOK. 
There trading extremely difficult. In these circum- The Cotton Trade in Lancashire during 
vhich stances it would be regarded as satisfactory 1933 found progress difficult, but on the whole 
1 real that the profits amounted to £654,941, being __ little ground was lost and conditions generally 
T for £17,991 in excess of the previous year. now appeared more hopeful. Home Trade, 
ncial It was proposed to repeat last year’s divi- employing nearly a quarter of the total 
f the dend of 14 per cent. and to carry forward spindles, was fairly active, but export trade 
ound £207,903, as against £185,368 last year. The showed further shrinkage, shipments being 
nipu- Board had transferred {100,000 from Invest- about 7} per cent. below those of 1932. This 
n to ment Reserve to the Reserve Fund, which now’ was the natural result of the reduced pur- 
nould stood at £3,000,000. Deposits had totalled chasing power of agricultural communities 
ithful £81,578,545, and advances {28,319,444. In owing to the low level of commodity prices, 
lit of connection with the latter figure, which wasa_ and of the expansion of production in such 
level decrease of {1,145,200, he pointed out that countries as Japan and China. 
1eans the recovery in trade had not yet made itself The steady increase in the world’s popula- 
ntual felt by any accompanying increased demand __ tion and the exhaustion of stocks of cloth and 
for advances. yarn pointed to a big expansion of trade in 
other The Bank’s Investments stood at cotton goods if and when restrictions on inter- 





£32,181,908, an increase of £1,620,987 on the 
year. It would be gathered that the bank was 


nationai trade were reduced, or commodity 
prices returned to a paying basis. 


n* 


160 


The recent selling price agreements were 
being loyally observed, and the result had 
been to stop losses, to widen margins and to 
give fresh courage. The movement, too, had 
coincided with increased demand. 


SHIPPING AND SHIPBUILDING. 


The Shipping Industry had found little if 
any relief from the severe conditions prevail- 
ing for several years. Not only had surplus 
tonnage kept freight rates unprofitably low, 
but quotas, import duties and other restric- 
tions had hindered international trade with ill- 
effects. To add to these difficulties, both liners 
and tramps had had to compete with subsi- 
dised foreign shipping. 

Shipbuilding tonnage launched during 1933 
was quite insignificant, the estimate being 
under 150,000 tons. Fortunately orders in 
hand assured a better output this year. 


COAL, IRON AND STEEL. 


Improvement in the demand for coal from 
the low ebb reached earlier in the year had 
been experienced, due to increased demand for 
iron and steel manufacture, and there was 
every indication of a better level being reached 
in 1934 than for some time past. 

Steady improvement in Iron and Steel pro- 
duction was reflected in an increased output of 
steel ingots, chiefly due to the large demand 
for steel billets for the re-rolling industry, 
which prior to the introduction of the tariff 
were largely imported. 

As a result of the tariff a great change in the 
character of the Iron and Steel trade was being 
witnessed, British works adapting themselves 
to meet a demand for varied qualities of steel, 
which to some extent was new to them. This 
entailed capital expenditure on plant, blast 
furnaces and coke ovens for the required out- 
put. Railways were sharing in the improved 
conditions, considerably more transportation 
being necessary than in the days of dumping. 


ENGINEERING. 

A substantial increase in employment indi- 
cated that the Engineering industry had been 
more active in 1933, and as the export of 
machinery was less than in 1932 it could be 
assumed that the increased activity was due 
to a better domestic demand, which formed 
part of the distinct upward movement. 


AGRICULTURE. 

The Agricultural Act of 1933 induced a 
decided change in the outlook and a reason- 
able hope of better things. The British farmer 
had been an individualist, but the troubled 
state of the industry compelled an adjust- 
ment of views. He appeared likely now to 
receive some assurance of a market through 
the co-operative arrangements of the Market- 
ing Acts. The position from every point of 
view had been critical, and it must therefore 
be gratifying to everyone interested that the 
Government had come to the assistance of the 
industry with a constructive plan. 


Liverpool had experienced a full share of 
diminished international trade in whee. 
The attraction of this free market was suffi. 
cient to draw large supplies from all exporters, 
so that the stocks in public warehouses in. 
creased to nearly 700,000 quarters. In recent 
months the maize trade had been general} 
firm and advancing, and there were onal 
prospects for active trade. 


WOOLLEN TRADE. 


A notable change for the better occurred 
in the condition of the Wool Textile industry 
A marked expansion of turnover and almost 
continuous rise in prices disclosed a sounder 
profit-making position than at any time since 
1928. The upward trend of prices was 
accompanied by an increase of machinery 
activity, and the percentage of unemploy- 
ment was reduced to the lowest figure since 
1928. There was greater confidence in the 
industry than had been experienced for many 
years, and the outlook for 1934 promised well, 


INTERNATIONAL OUTLOOK. 


To the gains made in the directions he had 
indicated had to be added cheering state- 
ments concerning the Budget and Revenue 
returns, together with renewed confidence in 
sterling and the activity of the London 
Market for Foreign Exchange, which was re- 
establishing itself as the premier financial 
centre. 

In the realm of International relations, 
however, the future was still obscure. Such 
recovery as had taken place must be attri- 
buted to the natural resilience of the economic 
system rather than to any positive action on 
the part of Governments. Most Government 
action indeed had been of a nature to retard 
rather than foster world economic recovery. 
In almost all countries barriers in the form 
of tariffs, quotas and exchange restrictions 
had arisen—all enemies to International trade, 
weapons of economic warfare which produced 
stagnation, and not a solution of difficulties. 


THE DEFLATED DOLLAR. 


When the United States abandoned the 
cold standard it was thought the fall in the 
dollar would benefit that country to Britain's 
detriment. No such misfortune had occurred, 
and experience proved that Great Britain had 
little to fear if the dollar depreciated still 
further. The methods adopted to promote 
recovery in U.S.A. differed profoundly from 
those of Britain, controlled or organised credit 
inflation being the core of the United States’ 
programme. Further, in order to reduce un- 
employment and_ revive trade, positive 
measures of a most drastic kind had been 
adopted. 

The soundness of these measures might be 
doubted. It would be a long time before the 
public works programme could reach a stage 
affecting favourably the unemployment ques- 
tion. The financial side of the Presidents 
policy had the most immediate influence 0D 
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the outside world, but the depreciation of the 
dollar had not had the deflationary effect on 
the rest of the world that might have been ex- 
pected ; neither had it deranged the export 
trade of other nations to the degree once 
feared. It had nevertheless increased the 
dificulties of foreign trading and financial 
operations and postponed indefinitely the 


restoration of money stability. 


BRITAIN’S EXAMPLE. 


The policy of Great Britain had been to 
concentrate on lowering the rates of interest, 
the industrial effects of which were invariably 
vood. Building provided the chief example of 
trade revival, due to reduced cost of borrow- 
ing, but there was also a general tendency 
among railways, municipalities and the grow- 
ing industries of the South to take advantage 
of low rates, and thus revival would be fos- 
tered by increased employment and pur- 
chasing power. Great Britain might thus be 
congratulated on a policy which should imply 
the lasting stability of any new position 
reached in the coming years. 

The main concern of 1934 and 1935 would 
be the question of re-fixing the exchange rate. 
\ny method of establishing a fixed exchange 
rate resulted in binding the currency policy, 
the price policy and the discount rate policy 
of this country to that of those countries to 
whose currency sterling was linked. The re- 
fixing of the dollar-sterling rate would tie the 
fortunes of Great Britain once more to those 
of the United States. A slump there would 
produce a slump here. For this reason especi- 
ally the warning was needed that the recovery 
programme of U.S.A. might yield a far less 
stable trade position than ours. 


A STRONG LEAD. 


Nationally, Great Britain had given a pre- 
eminently strong lead in experimental ad- 
justment to new conditions. At no previous 
time in this country had there been such low 
and stable discount rates, nor such stability of 
prices, nor such assurance that every advance 
in trade would be consolidated. One further 
important step remained. That was, with due 
discrimination, to unite selected countries, if 
they had given clear proof of the will to seek 
revival through methods identical with Great 
Britain in the development of its changed rate 
control and the reduction of trade barriers. 

The wider the co-operation under sound 


methods the greater the assurance of ultimate | 


prosperity. Internationalism alone, and not 
the narrower view of an entirely nationalistic 
—. could bring us to that state of world- 
. well-being which was our aim and goal. 

Before moving the adoption of the Report, 


the Chairman wished to record appreciation 


trend ana services of Mr. Furniss, the 

all the H nye and of the loyal service of 

whey — of Departments, and tendered 

for their hoe and all the officials and staff 
Th ae iclent co-operation. (Applause.) 
€ Keport and Accounts were adopted. 
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Statement of Accounts 
December 3/st, 1933 


LIABILITIES £ 
Paid-up Capital 14,248,012 
Reserve Fund - ‘ 11,500,000 
Current, Deposit and 
other Accounts (includ- 
ing Profit Balance) - 415,474,036 
Acceptances and Confirmed 
































Credits ‘ia 10,176,005 
Engagements i si 5,657,399 
ASSETS 

Coin, Bank Notes & Balances 
with Bank of England 42,233,852 
Balances with, and Cheques 
on other Banks .. -- 13,821,540 
Money at Call and Short 
Notice oF avs +» 21,035,289 
Investments at or under 
Market Value -- 118,086,369 
Bills Discounted .. +» 62,828,431 
Advances to Customers an 
other Accounts .. -- 164,440,337 
Liabilities of Customers fo 
Acceptances, Confirmed 
Credits and Engagements 15,833,404 
Bank Premises at Head 
Office and Branches .. 9,540,378 
Other Properties and work 
in progress for extension 
of the business .. isa 1,106,063 
Shares in Yorkshire Penn 
Bank Ltd... + ne 750,000 
Capital, Reserve and Un- 
divided Profits of 
Belfast Banking Co. Ltd. 1,605,078 
The Clydesdale Bank Ltd. 2,995,737 
NorthofScotlandBankLtd 2,377,688 






Midland Bank Executor 
and Trustee Co. Ltd. .. 







401,286 









The Midiand Bank and Its Affiliated Companies 
operate 2550 branches In Great Britain and 
Northern Ireland and have agents and corres- 
pondents In all parts of the world. 


Head Office : 
POULTRY, LONDON, E.C. 2 
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WESTMINSTER BANK LIMITED 


BALANCE SHEET, 











LIABILITIES 


Capital— £ s. di 
Authorized: 7,500,000 Shares of £4 each.. ee .. £30,000,000 ne 


3,000,000 Shares of £1 each.. éo -. 3,000,000 







Se 
Issued— 

7,070,990 Shares of £4 each, £1 paid os os éa ee in 7,070,990 0 0 
2,249,167 Shares of £1 each, fully paid .. ee oe oe ee 2,249,167 0 0 | 









9,320,157 0 0 







Reserve sd ‘ es iba ‘ a oe in Pe nt 7,500,000 0 0 
Current Deposit and other Accounts, inching ae 

vision for Contingencies .. £292,037,248 12 4 
Balances in account with Subsidiary cemeaies ey 2,702,512 1 2 






na Di ee 6 







Notes in circulation in the Isle of Man . : és es oe = 15,187 0 0 
Acceptances, Endorsements, and other E aaeaneneatn on account of Customers . 31,847,225 0 9 
Profit and Loss Balance, as annexed ee ee oe oe ee ee 1,043,217 8 10 









R. E. BECKETT ) CHARLES LIDBURY, Ohief General Manager 
= N. HOGG Directors £344,465,547 3 1 
.D. GIBBS Jf J. R. HOOFF, Chief Accountant sie aN & 












Dr. PROFIT AND 








£ s. d. 

To Interim Dividend of 9 per cent. (less Income Tax) on the £4 Shares paid in August last 477,291 16 6 
,, Interim Dividend of 6} per cent. (less Income Tax) on the £1 Shares paid in August last 105,429 14 1 
, Bank Premises Account ‘a -_ : on és os os ae re 100,000 0 0 
Officers’ Pension Fund - i an ne a a on at ae 200,000 0 0 








Further Dividend of 9 per cent. (less Income Tax) making 
18 per cent. for the year on the £4 Shares (£1 paid up).. £477,291 16 6 

, Further Dividend of 6} per cent. (Jess Income Tax) 8, 
12} per cent. tor the year on the £1 Shares it ‘ 105,429 14 1 
, Balance carried forward ee a ee oe ee 460,495 18 3 






1,043,217 8 10 






£1,925,938 19 5 


a HP . 
llllll=SSEoE=E=—~E—EEEEC=L=_=_=i=SIl=C=L™EUSIaSaQaQaQn>2a===—————————————_——hMDWUH™OwXnM“"<sSOLleaea——— 
AUDITORS’ REPORT TO MEMBERS OF WESTMINSTER BANK LTD. 


We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard Street 
and Threadneedle Street, and with the Certified Returns received from the Branches. We have "verified the Casi 
in hand and Bills Discounted at Lothbury, Lombard Street and Threadneedle Street, and the Cash at the Bank 
of England. We have also veriied the Securities held against Money at Call and Short Notice, and the Investments 
of the Bank. We have obtained all the information and explanations we have required, and in our opinion the 

3alance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Bank’s affairs, 
according to the best of our information and the explanations given to us, and as shown by the Books of the Bank. 


TURQUAND, YOUNGS & CO. 

KEMP, CHATTERIS, NICHOLS, SENDELL & CO. | Chartered 
PRICE, WATERHOUSE & CO. | Accountants 
STEAD, TAYLOR & STEAD 






















Audtiurs. London, 15th January, 1934 
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31st December, 1933 


Directors’ Remuneration, includin 


R. E. BECKETT 
M. N. HOGG Director 
W. D. GIBBS } ieceail 





ASSETS 


Coin, Bank Notes, and Balances with the Bank of England 


Balances with, and Cheques in course of collection on, other Banks 


Britain and Ireland 
Money at call and short notice 
Bills Discounted wa _ as 
Investments at, or below, Market Value— 

War Loan and other Securities of, or guaranteed by, the 
British Government (of which £1,412,805 7s. 6d. is 
lodged for Public accounts and for the Note Issue in 
the Isle of Man) .. as os oe isa ‘ 

British Corporation Stocks and other Investments. There 
is a contingent liability for uncalled Capital in respect 
of a portion of these Investments 

Advances to Customers and other Accounts 
Balances in Account with Subsidiary Companies .. 


as per contra ee . 


Shares in Subsidiary Companies (at cost, less amounts written off)— 


Westminster Foreign Bank Limited— 
8,000 £20 Shares, fully paid 
92,000 £20 Shares, {10 paid f ** 
Ulster Bank Limited— 
200,000 {15 Shares, £4 paid 


Bank and other Premises (at cost, Jess amounts written off) 


By Balance brought forward from 31st December, 1932 








in Great 








89,255,942 17 8 


2,234,632 Io I 





102,322,271 16 8 
435,934 


2 3 


Liability of Customers for Acceptances, Endorsements, and other Engagements, 


s. d. 


1,080,000 0 oO 


1,912,500 0 Oo 







£ s. d. 
34,552,523 2 4 


10,471,531 16 9 
22,685,850 16 
42,089,382 2 


ae 


91,490,575 7 9 


102,757,305 18 11 


31,847,225 0 9 


2,992,500 0 0 


-- 5,578,652 17 2 


» Profit for the year, after providing for Rebate and Income Tax, and after appro- 
priations to the credit of Contingency Accounts, out of which accounts full pro- 
vision for Bad and Doubtful Debts has been made .. ee 


£344,465,547 3 1 





Cr. 


£  «& 


460,983 18 3 


1,464,955 1 2 





£1,925,938 19 5 


STATEMENT PURSUANT TO THE COMPANIES ACT 1929 


J. R. HOOFF, Chief Accountant 


CHARLES LIDBURY, Chief General Manager 


g Income Tax and Fees paid to them by Subsidiary Companies, amounted to 
£41,384 13s. 2d. Such of the aggregate profits of the Subsidiary Companies for the year as have been declared in 
dividends are included in the Protit and Loss account above, in so far as they concern this Bank. The undivided 
balances of the protits of the Subsidiary Companies have been carried forward in the accounts of those Companies 


London, 15th January, 1934. 
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Table IIT CREDIT AND CURRENCY (millions of £) 


BANK OF ENGLAND 


CLEARING 


Other Deposits® Government 
Securities 
in Banking Reserve® 
. Bankers’ Depart- 
Total Kalances ment® 


Notes in 


Deposits Circulation* 


1930 5 
JANUARY .. 37 *§ 92- 969: 111-8 
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OCTOBER .. . 2° 894- 120- 


19382 
JANUARY 
APRIL 
JULY 
OCTOBER 
DECEMBER.. 


1933 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
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AUGUST... | 
SEPTEMBER 
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NOVEMBER .. ; 722: 
DECEMBER .. | 1,902- 210 721: 
4 Average weekly balances, nine banks. 
* Since December, 1931, figures relate to last Wednesday in each month, 
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Table I—cont. 
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Table III GOLD MOVEMENTS 
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Table IV 


LONDON 


Discount Rates 
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All figures given above are the rates ruling on Friday of each 


Table V 


NEW YORK MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID 
| } 
Sto£ $ toL | Fr.to£ | Belgato£ Lire to£ Fr. to £ P’tas to € 
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1 The old parity of 25°" 
2 ‘The old parity of 25°22 
8 Quoted 19th—30th wh 
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Table [V—cont. 


NEW YORK BERLIN AMSTERDAM 
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VERAGES 
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Table VI 


COAL PIG-TRON (1) 


Exports 
Production (including 
Coke) 


Number of P . 
Furnaces in roduction Production 
Blast 
Millions of Millions of sac in : 
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JANUARY... ae ne oa o* 23- 5° 771 
APRIL ea s an “ es 19- 6 f BS 896 
JULY .. “s oe oe “s oe 8- : 621 
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Table VI BRITISH TRADE AND INDUSTRY—cont. 


l 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 

3 

3 : 4 Inder of 

2 Cc s Percent- Numbers , Produc. 

Imports Exports |Re-exports, London Provincial Total co age of on Live tion 
“ Country” Total Register | (Quarterly) 
£ £ £ £ £ € no's 1924 = 110 
millions millions nillions millions milions millions ployec omitted 
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1933 
JANUARY .. 
FEBRUARY.. 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST ° 
SEPTEMBER 
UCTOBER .. ¢ 
NOVEMBER 9: 
DECEMBER 9: 


1 Daily averages. 2 “* Country ” clearings at London Clearing House. 3 Total clearings (London 
“ Country” and Provincial) adjusted for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns. Since December, 1931, 
figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 
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621 415 4,440 ‘0 “4 3 

26 y | 4,128 7 3 3° 


512 


3,280 
2,843 
2,693 
2,792 


AIaSa 


402 


mo nO 
Om 
moonore 
Cone 


co co aco 
Sand 





2,701 
3,210 
2,608 
2,249 
2,286 


ASA 
om co 69 
rere i 
co cocs toes 

“10-1 

wOAwH 
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136 2,018 9 6 4-2 8-0 8:4 

155 | 689 | 2,421 8 9 4-3 3-1 8°5 

133 | 2201 “4 2 3-0 2-8 7°9 

179 2,338 9 7 3-6 3-2 5:5 

154 3 2,215 6 6 3-8 3-2 6-1 

156 | 5 2,240 “4 7 4°3 4°3 6-6 

155 2,140 0 0 3-7 4-6 8-9 

157 | 2.306 7 3-0 3°7 4-2 10-5 

194 2,510 3 6 4:6 4:6 8-6 

| 184 2,483 7 5 4:1 4-1 7-6 
669 173 304 2,276 ‘1 5:5 3-5 — 3-5 7:8 





National Federation of Iron and Steel Manufacturers, 


Table Vit COMMODITY PRICES 
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UNITED KINGDOM U.S.A. | GERMANY FRANCE ITAL Y 
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tion Living mentof | tisches tisches tigque | (Statis- 

Juarterly Koard of |“ Keon- (Ministry Labor) |Keichsamt Reichs- Générale) | — tique 
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4 = 10 } July 1918/14 } July (Jan.-July) 


IV1S == 100) 1018 = 100 11914 == 100 1913 = 100 |1918 = 100 = lw =: 1815 = 100 | 1914 = 100 1918 = 100} 1914 = 100 
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104: 90- 


Le ie tS) 


439 5 34 326 
439 35 319 
430 300 
412 |, 804 
413 


411 | 296 

404 2 293 | 458 

390 | 287 451 
| 


105° 90- j 2 
86°3 | 143 | 93°83 | 98: 121- 
82- 141 2-4 | 5° 121° 
85°3 | 143 | 92-5 94°3 119° 
84-1 142 . | 2° lls: 





OCA 


299 


84- 
82- 
82 
84- 


141 117° 
139 
137 86° 
136 | 86 
136 89- 
138 93° 
139 98 - 
141 99- 
141 | 101- 
143 102: 
| 143 101° 
} 142 101- 


-_ 
_ 
o 


116: 
116- 
118 
118 
118 
118 
119: 
119- 
120- 
120- 


387 282 444 
3383 282 447 
403 285 447 
401 283 440 
397 516 282 446 
397 281 445 
397 277 445 
403 526 275 

407 





HUIS aaa 
x 
CHOVIH OOM Ie 





| 
| 


| PORSHreoUMaSE > 3 
o 


| BONSHSSSIMWS 
| OP DORIDNWOSOe 


o 


96° 


oo 1 
London fi. it indices, which are for the Ist of the month, are entered for the previous month to facilitate 


e index 
r, 1981, ? Gold index. (a) Revised index. (b) New index. 































Fede IIRC SCO ISI SP TIL ES)T 1.1. ST IEISINI IR SOR IMIST ISS Si RTO) CATED. STAINII XOLIMEEL REL 
oe — — et OOP AY 











Hambros Bank 
Limited. 


41.Bishopsgate, 
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THE 


CHARTERED BANK OF INDIA, AUSTRALH 
AND OHINA. 


38 BISHOPSGATE, LONDON, E.C.2. 
INCORPORATED BY ROYAL CHARTER. 









Capital, £3,000,000. Reserve Fund, £3,000,000 





Higencies and BWrancbes: 


















ALOR STAR CAWNPORE. HONGKONG. MADRAS. SAIGON. TIENTSIN, 

(Malay States). CEBU, ILOILO. MANILA. SEMARANG TONGKAH 
AMRITSAR. COLOMBO. IPOH. MEDAN. SEKEMBAN. (Bhuket). 
BANGKOK. DELHI. KARACHI. NEW YORK. SHANGHAI. TSINGTAO. 
BATAVIA. HAIPHONG. KLANG. PEIPING SINGAPORE. YOKOHAMA, 
BOMBAY. HAMBURG. KOBE (Peking). SITIAWAN (F.M.S.), ZAMBOANGA , 
CALCUTTA. HANKOW. KUALA LUMPUR, PENANG. SOURABAYA. (Philippine Islands 
CANTON. HARBIN. KUCHING. RANGOON.  TAIPING (F.M.S.) 
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The Corporation buy and receive for collection Bills of Exchange, grant Draf 
above Agencies and Branches, and transact general banking business connecte 


Deposits of money are received for fixed periods on terms which may be ascertained on application 
Interest payable half-yearly, 30th June and 31st December. 


The Bank is prepared to undertake Trusteeships and Executorships. 


Cwier Manacer: J. L. CROCKATT. 
Manacers; A. H. FERGUSON ano W. B. WHITE 
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The Colombo Branch of the 
Chartered Bank of India, Australia 


and China 
By Professor C. H. Reilly 


OW should Englishmen build their buildings in a 

land with an ancient civilization far older than 

their own, and one possessing its own typical 
means of architectural expression? Should they dis- 
regard the native architecture altogether or should they 
copy it? If one may judge from the results we had no 
hesitation as to the right answer until about the middle 
of last century. Up till then we built all over India, but 
particularly in the south, strong, simple, becolumned 
bungalows with nothing Indian about them in which the 
surrounding loggias indeed were severely Roman. These 
were the work of the engineers we trained for the Public 
Works Department at Coopers Hill. These engineers 
may not have known much about the finer shades of 
architectural expression, but they certainly knew their 
Roman detail. Their buildings are free from gram- 
matical mistakes. Unfortunately, Coopers Hill, as an 
institution, no longer exists, and even if it did it is 
doubtful whether in these days of architectural agnosticism 
the men it would turn out would have the simple faith 
requisite to build the same simple Roman_ buildings 
to express the British Raj. They would eet as 
one sees on the main streets of Bombay or Calcutta, or 
any big town with an English population, follow at a 
respectful distance all the mistakes and fashions of 
London building but with little regard to their suitability 
to the Indian scene or climate. The Roman loggia-clad 
bungalow was at any rate suited to the climate, and it 
suited the Indian scene to the extent that it expressed 
the very real dominance of British rule. British buildings 
and Indian buildings stood, if not exactly side by side, 
at any rate without any complimentary leaning one to 
the other except on the rare occasion when an Indian 
tried to copy ours; we at least never attempted to copy 
theirs. Now, however, all this has changed. Not so sure 
of ourselves even at home as we were in the eighteenth 
century we no longer attempt now to build purely 
English buildings or an English version of Roman 

0) 
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building in India. Our consciences compel us to make 
some sort of compromise in our architecture just as they 
do in our methods of government. 

The result is a new type of building. It is a type 
which has received great impetus from the vast govern- 





(Edwards, Reid & Booth 
THE ELEVATION TO QUEEN STREET 


irchitect 


ment buildings in New Delhi, and may be described as 
an attempt to fuse Eastern and Western ideas; the 
usual form this takes being the addition of Indian detail, 
Mohammedan or Hindu, to the current style of English 
classical architecture. It is an easy method but it 
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hardly results in real fusion. Some would say in weak hands 
it results rather in confusion. Sir Herbert Baker applied 
it to his great secretarial buildings at Delhi. These are 
predominantly Italian, but have added here and there 
complete Mohammedan windows and doorways, and a row 
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Irchitects [Edwards, Reid & Booth 
PUBLIC ENTRANCE TO OFFICES 

of elephants’ heads to the bases of a couple of Wren-like 

domes to give them, I suppose, a Hindu element. The 

other and rarer and far more difficult method, but I 

cannot help thinking the better one, is to adopt the 

general form and spirit of Indian architecture for the main 
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outline of the building and to incorporate European 
detail where it is needed for functional reasons. In that 
way can be achieved, at any rate by a master, a building 
not only suited to the Indian scene, but one closely akin 
to the conditions of life to-day. This was roughly the 
method of Sir Edwin Lutyens in his great vice-regal 
palace at New Delhi. Here his great dome, the domina it- 
ing feature of his building, 1s purely Indian in outline 
and could exist with comfort nowhere but in India. 
Sir Herbert Baker’s domes on the other hand, in spite 
of their elephants’ heads, would be much happier on the 
Thames side as we see them in their native Greenwich or 
gracing the town halls and state houses of American cities. 

With this slight preliminary survey of the pro- 
blems of English ‘architecture in India it will perhaps 
be easier to understand and estimate the merits of this 
great new bank building at Colombo. Of the exterior 
one can say at once that an a has been made to 
follow the more difficult footsteps of Sir Edwin Lutyens 
and to give the building something of the rocklike per- 
manence of the older and more solid Indian structures. 
One can see, for instance, in this design a very different 
quality, and one of much greater permanence and 
solidity, to that of the Italian facade next door, which 
just shows in the left-hand side of the first photograph. 
This is particularly the case in what one may call the 
background of the design, in those buttressing masses 
at the back of the main facade, in the broad wall spaces 
of the facade itself, in the detail of the attic storey, in the 
sweep of the cornice and the overhang of the roof. All 
this means that Indian character has to a certain and 
happy extent crept into the main masses of the design 
and not into superimposed detail only. There is a 
certain amount of the latter, witness the elephant heads 
to ground storey, which, placed as they are, seem to have 
no more architectural reason for their existence than 
that elephants are among the more important quadrupeds 
of the Indian continent. The same applies in slightly 
less degree, perhz aps, to the Indian jalis or pierced mi itble 
screens which fill in the upper portions of several of the 
windows. These jalis are certainly Indian, like the 
elephants, but here next to the larger European detail of 
columns and arches seem out of scale and out of character. 











In the Mohammedan buildings, trom which they derive, 
they are used in a card-like two-dimensional arc hitecture, 
very different in spirit from that of this highly modelled 
structure. 

The interior is a simple arrangement of a large hall 
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THE BANKING HALL, PUBLIC SPACE. 

of clerks surrounded on two sides by a counter and a 
wide public space, protected from the sun by the 
external arcaded loggia which shelters the building on 
the adjacent sides on which it faces open streets. 
This public space, as will be seen from the illustration, 
is of fine width and height. If one looks at the broad 
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stretch of polished marble floor, at the low marble 
counter, at the square marble piers rising through it, 
one is at once impressed by the fine scale and simplicity 
of the design. If one raises one’s eyes though a little, one 
notices that this fine vista ends on a rather paltry-looking 
screen, though probably in pieced marble, and on an 
insignificant door. If one raises them higher still one 
sees a ceiling of deep panels and thin beams which looks 
complicated and rather weak after the strong piers and 
the fine breadth of the marble floor. If one’s eyes, too, 
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EXTERIOR OF THE AGENT'S AND SUB-AGENT'’S ROOMS 
travel up the piers one comes to a complication of 
capital and elaborate and superimposed bracket capitals, 
which is again one of those Indian details added to 
European architecture whether they fit or not. In this 
case their elaboration obviously makes them unsuited to 
their position below the thin beams of the ceiling. If 
used at all they should be supporting something much 
more massive and impressive. Their detail, too, of little 
suspended bells, which Sir Edwin Lutyens used at 
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Delhi as a subtie compliment to the Royal Family— 
the bells were only to ring when the dynasty changed— 
seems to have no reason here for its symbolism. The 
best parts of the interior of this building are, as so often, 
the plainer parts wherever they occur. The corridor on 
the first floor is one of these, though it is a pity that 
once again the vista ends so unsymmetrically, 

The agent’s room, surrounded by screens, shows a 
proper use of jalis, though in any old Indian building, 
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or in those of Sir Edwin Lutyens at Delhi, each panel 
would be of a different design. I doubt, too, whether 
their richness would be allowed to end so abruptly against 
a plain wall as it does in this room. The photograph 
shows once more and more clearly the conflict between 
the capitals of the piers of the banking hall and its ceiling. 

It would appear that the interior with its applied, 
instead of digested, Indian detail has not really received 
quite the same thought and feeling that the exterior has. 
That, however, must be a considerable addition to the 
main buildings of Colombo. 








